| 
joa) 
= 
£ 
8 
o 
A. 
= 
| 


RCH AN DISE 


4 


a ig? & . 
j ‘ae 
| 
| | 
| 


“ee A KEY-BUTTON OPERATED 
CHECK WRITER AT A 
REASONABLE PRICE 


Series 600 


LIGHTNING 
CHECK WRITER 


EASE OF 
OPERATION 
S 
UNLIMITED 
SPEED 


VISIBILITY 
BEFORE 
IMPRINTING 


BUILT TO LAST A BUSINESS LIFETIME 


We are the originators of the Arabic numeral Amount-Line imprint on checks. 


THE HEDMAN MANUFACTURING COMPANY 70 THe HEDMAN 


MEG. CO 
¢ 8 Center Street 
158 
1158 Center Street 27° Chisagoy 


¢ 
CHICAGO 


7 
Gentlemen: 


? Please mail us full descriptive literature 

and price of your new Key-Button F GE Light 

o* ning C ‘heck Write er, without obligation to us 


/ 
— 
| 
\\ 
—T 
< AGRINST LOSS TERED CHECKS 
= Of WEN YORK 
HED™ AN MANLF ACTURING Co. 
~ \ 
Rolls inks ay 
o” 


AMERICAN BANKERS 
ASSOCIATION JOURNAL 


False Gods in Savings Banking 


By CHARLES A. MILLER 


President, The Savings Bank of Utica, N. Y. 


A Carryover from the Days When Philanthropic Gentlemen Con- 
ducted Banks in a Spirit of Charity and Called Depositors “the 
Provident Poor” and When a Presidency Was Sometimes the Per- 
quisite of the Senior Trustee without Regard to Qualifications. 


T was near the closing hour, and I sat 

in my office at the rear of the bank 

checking over a bunch of appraisal 

cards which had just been handed in 
by the committee. The windows were open, 
and I suppose the rumble and noise of the 
city streets mingled with the soft summer 
sounds, the chirp of birds, the buzz of in- 
sects and, perhaps, the clack of a lawn- 
mower, came to my ears as a sort of ac- 
companiment to my task, too continuous and 
customary to rise to the plane of conscious- 
ness. 

Suddenly the strident tones of an excited 
woman startled me. The rumble of a mas- 
culine reply was interrupted by a _ high 
pitched torrent of words, rising almost to a 
scream. The noise came from the public 
part of the bank, at the front, and I sat up 
alert and listening, but unable to make out 
the meaning of the disturbance, or the sense 
of what was being said. Perhaps it was 
only a deaf depositor. -Our customers af- 
flicted in that way always seem to believe, 
for some unknown reason, that the clerical 
force suffers from a similar defect in hear- 
ing. Possibly it was a case of misunder- 
standing as to an interest credit or about 
the balance of an account, leading an hysteri- 
cal depositor to the unrestrained protest to 
which I was listening. At all events, the 
clamor had to be stopped. No savings 
banker likes a demonstration in his bank 
which may be heard in the street and start 
Heaven knows what rumors leading to alarm 
and distrust. 

Thinking of these things, I sprang from 
my chair and almost ran to the front of the 
bank. There, at the receiving teller’s win- 
dow, I saw a middle-aged woman, plainly if 
not poorly dressed, with a Victorian bonnet 


resting rakishly over the left ear, and with 
the fire of excitement flashing in her eyes. 
Her hands were beating the air in nervous 
emotion, while she continued the noisy har- 
rangue which had brought me out of my 
office and which was still unintelligible. 

Assuming my suavist and most concilia- 
tory manner and lowering my voice almost 
to a whisper, I said, 

“Madam, if you will just step into my 
private office, I’m sure I can straighten this 
all out to your satisfaction.” 

I did this to get her off the banking floor 
where she was already surrounded by a lit- 
tle group of curious customers. 

She turned on me with increased fury. 


‘Then This is the Place’’ 


665° into your private office, indeed!” 
she shouted. “I know well enough 
what you'll do to me, if you get me alone, 
in your private office.” Here she was inter- 
rupted by a guffaw from some of the sur- 
rounding auditors. But I confess that the 
humor of the situation did not, at the time, 
appeal to me. 

“T know what you'll do. You'll make me 
fall down and worship you.” 

I knew, then, something of what I had to 
contend with, and my manner and voice be- 
came more quietly business-like than ever. 
At least, I tried to make them so, though I 
plead guilty to some nervous agitation. 

“No madam,” I replied. “You have made 
a mistake. This is a bank not a church. 
We don’t permit any worship here.” 

She became calmer, at once, but a sly look 
replaced the maniacal excitement in her eyes. 

“But you do have false gods here?” she 
inquired. 


925 


“Not one,” I answered, “We haven't a 
false god in the shop.” 

I wish I could picture the change which, 
at that, transfigured her personality. Under 
my eyes she was transformed; she became 
another person. It was as though her brain 
had been wiped clean with a damp cloth. 
At one moment, I had been confronted with 
a mad woman, fierce in her manner, wild 
and threatening in appearance, capable of 
any violence; at the next I saw before me a 
rather mild and embarrassed old lady, obvi- 
ously from the country, and apparently com- 
forted and relieved, as one who has reached 
the end of a long and painful search. 

“No false gods!” she said quietly. “Then 
this is the place where I want to deposit my 
money, if I may.” And she looked up at me 
with a deprecating smile. 

“Why certainly,” said I. 
we are here for.” 

With that, she delved into a pocket con- 
cealed among the numerous folds of her old- 
fashioned skirt and brought to light roll 
after roll of currency, $2,800 in all, we 
found it, when she had pushed it across the 
counter to the teller. 

“You see,” she told me in a confidential 
whisper, while the money was being counted 
and the deposit ticket and signature card 
were being prepared. “You see, I have al- 
ways had it on deposit in the bank at F 
(a nearby village) but lately they’ve taken 
to having false gods there, and every time 
I went in to make a deposit they wanted me 
to fall down and worship them. Now, I 
couldn’t do that, could 1?” © 

That is really the end of the story. Of 
course, we communicated with her family at 

and found that she had quite re- 
cently developed this one queer mental fail- 


“That is what 
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ing. When gods or worship happened to be 
mentioned, she was positively maniacal. On 
any other topic, she was quite well behaved, 
self respecting and normal. -The family 
begged us to keep the account, and, despite 
our natural reluctance to add a paranoiac to 
our list of customers, we felt that we ought 
not to shirk the duty. She remained our 
depositor for years, in fact as long as she 
lived, and we never again heard of her dis- 
taste for fraudulent deities, or observed any 
sign of mental aberration. 

I have told this tale, 
which is absolutely true, 
not because of its in- 
herent interest as one 
of the odd experiences 
which are always hap- 


pening to the savings 
banker, but because it 
seems a good sort of 


a text on which to hang 
a discussion of the two 
views of the duties of 
mutual savings banks 
and their officers which 
have prevailed and, to 
some extent, still pre- 
vail both within and 
without the system. 
One may call them the 
old view and the new. 

The mutual savings 
bank system came into 
being at a time, in the 
early part of the nine- 
teenth century, when 
other banking  institu- 
tions had not recog- 
nized the value of small 


deposits taken in the 
aggregate. Consequent- 
ly, they rejected the 


small depositor entirely 
or refused to pay him 
any interest on his ac- 
count. Philanthropic 
men, realizing that the 
lack of a safe deposi- 
tory for small sums dis- 
couraged thrift, devised 
the plan of receiving 
small savings deposits, 
and, as they aggregated 
large enough amounts 
for profitable  invest- 
ment, putting them to 
work in the business 
world, largely by lend- 
ing them on real estate 
security, and dividing 
the resulting income 
proportionately among 
the “provident poor,” 
as the depositors were 
called. All this was 
done at first freely, without cost to the de- 
positors, as an act of philanthropy, not to say 
charity. For example, in the savings bank 
where I work, which was chartered in 1839, 
nobody received any pay. There was not even 
a charge for rent, because the operations took 
up only part of a store, where the president 
conducted his ordinary business, and the 
clerical work was performed by his book- 
keeper, who was also officially the treasurer 
of the savings bank. This went on for sev- 
eral years, until, I think in 1843, there was 


found to be a surplus of $732, due largely 
to the impossibility of always making an 
exact division of income, and this surplus 
was then, by order of the directors, paid to 
the treasurer as compensation for his four 
years labor as treasurer, teller, bookkeeper 
and general factotum. 

The trustees received no compensation 
nor did the officers, except those who 
actually performed clerical duties. The sav- 
ings bank was then for the “provident poor” 
who wanted to use it. There money 


was 


With the fire of excitement flashing in her eves 


cared for freely or, at least, at actual cost, 
and officers and trustees unquestionably felt 
themselves entitled to the gratitude of the 
people who, without their altruistic inter- 
vention, would have had to depend on the 
precarious security of the family tea pot or 
the uncertain concealment of the family 
mattress. To these people, the trustees felt 
that they owed honesty, care in investment, 
and prompt repayment of deposits, on de- 
mand. That their duty went further than 
this, that they should encourage them to do 
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business with the bank, or advise and assist 
them in other matters, never, I am sure, 
entered their minds. The bank was there 
for their convenience; if they made use o{ 
it, very good; if they didn’t, so much thx 
worse for them. 

By and by the gradual accumulations o{ 
the “provident poor” reached vast sums. 
Elaborate buildings arose to house transac- 
tions which now represented the savings of 
millions of depositors and were conducted by 
hundreds of paid clerks. But the trustees, 
still not financially in- 
terested, continued to 
feel that they were the 
benefactors and the 
depesitors the benefici- 
aries, and this sentiment 


communicated itseli to 
active officers and 
clerks, whose general 


attitude toward their 
customers was, perhaps, 
only cne degree warmer 
than that of a poor- 
-master to an applicant 
for outdoor relief and 
one degree colder than 
that of a railway ticket 
agent (in those days) 
to the traveling public. 
It was a “take it or 
leave it” attitude. 
Whether the depositor 
was happy or satisfied 
in his relaticn to the 
bank meant nothing to 
the bank or its per 
sonnel. “If he doesn't 
like it, he can take his 
money somewhere else.” 
And he could—without 
causing loss or regret 
to the teller, the presi- 
dent or the trustees. 
Of course, I have 
overdrawn this picture 
for the sake of mak- 
ing unmistakably clear 
the prevailing attitude 
and the very human 
reasons for it. There 
were savings banks 
and savings bank off 
cials who entered into 


\ 


very cordial relations 
with their customers. 
Tellers in the smaller 


banks often knew most 
of their customers }y 
name. Officers circu 
lated among the crowd 
on busy nights, greeting 
acquaintances and, per 
haps a little patron 
izingly, shaking th 
hand of some old depositor. But, after all, 
this was rather because of natural 
diality and big-heartedness than because the) 
recognized the “provident poor” as_ their 
employers, or realized their obligation to 
them. Just as much as the others, they sup- 
posed that the obligation was in the other 
direction. 

This mental attitude had attendant evils. 
The trustees, who were barred from finan- 
cial profit from the operations of the 
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How the Bank of Italy Controls 
Its Operation 


By JAMES A. BACIGALUPI, President 


The Various Divisions and Subdivisions of the Organization by 
Which 289 Branch Banks are Operated, Constantly Audited Yet 
Allowed Freedom of Action to Meet the Requirements of their 
Communities. Loans Made Direct. Advisory Committee of 1700. 


N describing the method by which con- 
trol of the Bank of Italy is maintained, 
it is essential to refer first to the chart 
of organization. 

Rather than attempt a strictly line or staff 
systematization, we have employed a com- 
bination of the two types. At the head, as 
might be expected, is the board of directors, 
the members of which are to a very large 
degree, senior officers of the institution and 
actually engaged in administrative and ex- 
ecutive duties. Apart from the board itself, 
we have an advisory committee, acting as the 
name implies, in an advisory capacity. All 
of the members of the advisory committee 
are directors of the bank, but not’ active 
officers. 

Immediate management of the institution 
is lodged in an executive committee, which, 
in turn, takes its membership from the board 
of directors, but includes only those who are 
also senior officers engaged in the conduct 
of the daily round of business. The execu- 
tive committee is vested with complete 
authority and responsibility and (except as 
it may have occasion to refer some matter 
of major policy to the board of directors as 
a whole, or confer with the advisory com- 
mittee in some unusual circumstance) guides 
the destinies of the institution. 


A Further Subdivision 


FURTHER subdivision has been made, 
to facilitate our operation, through the 
creation of two boards of management; one 
with jurisdiction over that portion of the 
which lies north of the Tehachapi 
Mountains, we designate as the San Fran- 
cisco Division, and the other, which we call 
the Los Angeles Division, has jurisdiction 
over the southern part of the state. Such 
members of the two boards as are also direc- 
tors of the bank, are included in the general 
executive committee. These boards of man- 
agement comprise our principal department 
heads, and in each case have as their chair- 
men, one of the vice-chairmen of the board 
of directors. The boards of management 
meet once each week, and as often addition- 
ally as the proper conduct of business may 
require. The members of these two bodies 
are intimately familiar with every aspect of 
the institution’s affairs and are thoroughly 
capable of dealing with the many subjects 
that are brought to them for decision. 
Entirely apart from these managerial bod- 
ies, we have created a supervisors’ commit- 
tee. Because of the geographical extent of 


state 


our organization, and the great variety of 
activities with which the separate communi- 
ties may be concerned, it has seemed the 
part of wisdom to have a competent senior 
officer directly in touch with the situation 
at each individual branch. The committee 
of supervisors meets upon call of the presi- 
dent, and holds informal and unofficial con- 
ferences. It is required of the individual 
supervisor that he make frequent visits to 
the branches under his jurisdiction, and not 
only interpret the policies of the institution 
to the managers, but also initiate measures 
that will build up and strengthen the local 
organization. The branch manager regards 
the supervisor as his immediate representa- 
tive at Head Office where, by virtue of this 
personal contact, the brancli is assured of a 
full and adequate hearing upon any matter 
that may be presented. 

Each of the principal functions of the 
bank is managed by a special committee, the 
composition of which includes those who are 
engaged in the particular operation with 
which the committee is concerned. The 
chairmen of the various committees are 
members of the executive committee of the 
bank, and since all members of the executive 
committee are also members of the board of 
directors, that means each of the special 
committees is presided over by a director. 
The committees we have formed include: 
General finance, business extension, pur- 
chasing, building, bank properties, personnel, 
agricultural credits, advertising, and sugges- 
tion. 


A Constant Audit 


N addition to these special committees, we 

have instituted an auditing committee of 
the board of directors itself. The personnel 
of the auditing committee is drawn from the 
members of the board who do not have ac- 
tive duties with the bank. They are re- 
quired to hold monthly meetings, and to 
carry on a constant and independent audit 
of the institution. The work they initiate is 
dictated by their own members, and the re- 
ports which they prepare are made to the 
board of directors as a whole. 

The individual operating and administra- 
tive departments are, of course, to a large 
extent identical with those found in any 
large institution. Each has its appropriate 
representation in the special committees, and 
in addition, with the boards of management, 
as well as the general executive committee. 
We find that this method of coordination in- 
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sures a more perfect understanding of gen- 
eral policies and at the same time permits 
adequate opportunity for a thorough discus 
sion of important subjects whose ramifica 
tions affect more than one department. 

As a result of our experience with the 
operation of branches, we have found it 
desirable to establish local advisory boards. 
whose relationship to the individual branch 
is identical with that which a board of direc- 
tors bears to the unit bank. These advisory 
boards meet at stated intervals, consider loan 
applications, lend their knowledge of local 
conditions to the solution of problems that 
arise in the administration of branch affairs, 
and constitute a group to which the manager 
may refer for guidance in any specific action. 
We regard as an asset of large importance 
the conscientious service of our 1700 ad- 
visory board members. 

The actual control of the institution is 
maintained by properly synchronizing the 
functions of each of these inter-related bod- 
ies. The problem is one to which we have 
given a great deal of attention during the 
quarter of a century that we have been en 
gaged in perfecting the organization, and it 
is probable that we shall continue to improve 
the type and character of direction, as 
changed conditions in the future may de- 
mand. We feel, however, that the basic sys- 
tem is sound, and that whatever modifica- 
tions may be made, will not alter the essen- 
tial structure. 


The Freedom of Branches 


T has been our desire in the development 

of control, to allow as much latitude as 
possible to the several branches. We are 
cognizant of the fact that different com- 
munities have different problems and _ that 
our system must take into consideration these 
identifying characteristics. In consequence 
we have each branch make up its own daily 
financial statement on our standard forms, 
insofar as individual accounts are concerned. 
We do not maintain a super-general ledger 
at Head Office, but simply consolidate the 
daily financial statements, adding to them 
such items as capital, investments, etc., not 
carried by the branches. This reduces to a 
minimum the clerical effort required to keep 
our records complete, and at the same time 
it gives to each branch an identity that could 
be secured in no other way. 

In addition to the 289 branches, we have a 
set of books known as Administration, where 

(Continued on page 1009) 


Does a Travel Bureau Help 


the Bank? 


By A. H. PRICE 


Secretary, Association of American Bank Travel Bureaus 


Such a Service to Be Successful Must Be Conducted On the 
Same High Plane of Efficiency as a Profitable Bond or Real 
Estate Loan Department. Its Operation For or in a Bank By a 
Commercial Agency Inadvisable. Many Remunerative Features. 


ANK travel bureaus have long ex- 
isted in a certain elementary form 
in connection with the foreign de- 
partments of banks, consisting 

chiefly of courtesy arrangements for ob- 
taining tickets and travel information for 
clients. Since the war, however, the de- 
velopment has been rapid, resulting in the 
evolution of separate departments with a 
much. wider range of service and with 
greatly augmented staffs and facilities. In 
a number of cases banks took over com- 
mercial organizations to be used as a ser- 
vice to bank clients. Banks which had 
bureaus before the war expanded them 
when travel quickened after the armistice. 
Still other competitor banks noting this 
development felt compelled to follow suit, 
as a matter of necessity if not from choice. 
Evolving as they have, it is not amaz- 
ing that there is still a great deal of un- 
certainty as to the actual duties to be per- 
formed by bank bureaus and the returns 
to be expected. Some take the stand that 
the bureau must be a direct financial success. 
Unfortunately no bank bureau that renders 
fullest service to clients can ever, or at any 
rate in its early stage, be a strictly self- 
supporting department of the bank because 
of the great amount of non-remunerative 
work it must perform in serving faith- 
fully the interests of bank clients. Others 
are inclined to stress the collateral benefits 
to the exclusion of any direct returns. In 
fact, there exist these two radical views 
and in between a host of modifications and 
combinations as to the function and bene- 
fits of travel bureaus. 
There is one “bank in the 
East that has operated to 
its own entire satisfaction a 
large travel bureau which 
does not have the agency of 
any steamship lines. This 
bank is so situated that it 
can occasionally charter a 
steamer and sponsor a cruise. 
However, this bureau is 
quite obviously not a money- 
making proposition — not 
even intended to be self- 
supporting. 
This bank declares open- 
ly that its bureau is purely 
an activity of its adver- 
tising department, and that 
any expenses incurred are 
covered by that appropria- 


A Fair Prospect 
PLENDID possibilities 
in the development of 
the travel bureau field by 
banks are seen by Mr. 
Price, who from a wide ex- 
perience points out here 
some of the pitfalls that be- 
ginners in the work should 
avoid, and simple but easy 
paths that should be fol- 
lowed. He warns that the 
bank that does not tmme- 
diately begin to realize 
handsomely on such a ser- 
vice must not be discour- 
aged. It takes time to ac- 
quaint the public with the 
advantages a bank can of- 
fer along this line. 


tion. Its contact with outsiders with result- 
ing new accounts, its augmented foreign 
business through handling of drafts and 
travelers’ checks, the prestige of a really ex- 
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cellent service to clients, all make it content 
to operate the bureau on its present basis 
as a non-profit organization. The bank is 
more than content with the indirect re- 
turns. 

This is an extreme view of the function 
of travel bureaus, but not an impracticable 
one, as demonstrated by the success of this 
particular bureau. 

Diametrically opposed to such a concep- 
tion of bureau usefulness is the relic of 
days of steerage-traffic prosperity. Some 
banks approached today on the subject of 
concerted action for improving the efficiency 
of bank bureaus say frankly that since the 
passage of stringent immigration laws their 
bureaus have become entirely unprofitable 
and that a policy of retrenchment is being 
followed. Such banks charge the bureaus 
with an exact proportion of the institu- 
tion’s overhead, and such fixed charges, 
plus salaries for the bureau manager and 
his assistants, make it utterly impossible 
to keep the department “out of the red” 
at the end of the year. The bureau is 
credited, however, with only its direct mone- 
tary returns, and no valuation is put upon 
its indirect returns to the bank through in- 
creased business in other departments; no 
credit is given for its intangible but signifi- 
cant benefits. 

Even more blind than this unfair system 
of evaluation is the policy of retrenchment 
which usually accompanies such an_atti- 
tude. The bureau is removed from its con- 
spicuous position on the main floor and 
housed in some obscure and often inacces- 
sible cubby-hole with scant facilities for 

storing or filing its literature 
and supplies. No appropria- 
tion is made for advertising, 
and no such expenditure al- 
lowed. Management is put 
in the hands of an inexperi- 
enced clerk, whose only rec- 
ommendation is the small 
salary at which he is willing 
to serve. 

This is scarcely the policy 
any progressive bank would 
adopt in regenerating any 
other department. Another 
department of the bank, if 
found not self-sustaining, 
would either be disbanded 
as unprofitable or, if ad- 
judged productive of great 
indirect benefits, would be 
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stimulated by larger expenditures, better 
management, effective advertising, and put 
upon its feet. 

Not only is this blind policy followed by 


Ewing Galloway 


Paris from one of the towers of 
Notre Dame 


banks with bureaus that have suffered 
diminution of business, but new banks open 
bureaus, place them under such unfavorable 
restrictions, and still expect them to pro- 
duce for the bank prestige and customer 
good-will, and even to become self-support- 
ing through constantly increasing commis- 
sions. Such bureaus are strangled in the 
beginning. 

Banks should not open bureaus unless 
they are first of all assured that their ter- 
titory affords a sufficient number of po- 
tential clients to make the bureau even- 
tually self-supporting. Even at that, no 
bank should expect this development at 
once, and in opening a bureau should make 
provision to operate it virtually on a sub- 
sidy from the advertising department until 
it is well established. During that time 


sufficient allowance should be made to cover 
such a favorable location as will in 


itself 


Paralleling the Potomac west of Washington, 
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be a bureau advertisement. Other depart- 
ments should cooperate by advertising the 
bureau with inclosures in their own dis- 
tribution of bulletins to clients. 

Above all, the most efficient management 
should be provided. Clients cannot be 
brought to the bureau for fulfillment of 
their travel needs except by the reputation 
for successful service which will spread 
from satisfied clients. Neither will good- 
will grow from the ministrations of the 
best-intentioned blunderer. Travel bureau 
service must be impeccable, and the staff 
must, therefore, be the most efficient ob- 
tainable. Any other type of bureau is worse 
than useless. It is no wonder that the type 
of bank which sets up an absolute test of 
financial returns as the measure of its bu- 
reau’s success, and that resorts to a blind 
sort of economy to keep down expenditures, 
usually decides that bureaus are an unquali- 
fied failure. 

Few bank executives will feel that they 
can adopt the view of the eastern bank 
described and operate a bureau without 
compensation in the way of commissions, 
but a great many will see the sound wisdom 
of that bank’s valuation of a travel bureau 
as an advertising activity and as a stimulus 
and feeder for other departments. Any 
bank that can analyze the territory in which 
it is located and find potential clients to 
justify opening a bureau can formulate a 
travel bureau policy thoroughly practicable 
for itself. 

The size of the community is not the 
determining factor. Some banks located in 
communities where there exist few commer- 
cial tourist organizations and even perhaps 
few sub-agents and local offices of steam- 
ship lines really have an advantage over 
banks in more populous communities. A 
small community with concentrated wealth 
may afford more prospects for the bureau 
than a much larger town with only average 
distribution of wealth. The most essen- 
tial thing is that the bank executives have 
a clear idea of the kind of bureau they 
want, the ends they expect it to achieve, 
and the income limitations of a bureau 
serving those ends. 


The Commission Secondary 


FFICIENT service to bank clients will 
naturally be the primary end in view. 
One disgruntled depositor who removes his 
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account from the bank represents a bigger 
loss than can be offset by a dozen commis- 
sions gained on travelers who have been 
routed not so much to their own advantage 
as in the direction which will pay the bu- 
reau the largest return in commission. The 
manager will often have the hard choice of 
advising a client against a particular plan 
and thereby forfeiting a fat commission, 
or of allowing him to accept the plan and 
return full of chagrin which extends, not 
to the bureau alone, but the bank as a whole. 
Bank executives are right in demanding 
that the bureau manager first of all regard 
the client’s welfare, and secondarily only 
consider the commission derived from the 
service. However, they must be prepared 
to put some compensating value on this vast 
amount of unremunerative work done by 


Bata Galloway 
Cantilever bridge at White Pass, 


Alaska 
the bureau. If this policy is unvaryingly 
followed, clients will soon recognize it. 


Some of them now bring to the bureau 
manager of the bank, for his advice and 
evaluation, itineraries and estimates pre- 
pared for them by commercial agencies. 
Naturally, one cannot conceive of one 
commercial travel bureau having submit- 
ted to it the suggesticn of a competitor, and 
in this one fact we see the general recog- 
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nition of a bank travel bureau as_ being 
separate and distinct from the commercial, 
and it behooves bank travel bureaus to live 
up to this difference. Clients must always 
be able to consult the bank bureau manager 
in exactly the way they would their lawyers 
or bankers on any other investment. Bu- 
reaus which have this standing among cli- 
ents are rendering a typical banking ser- 
vice; others are out of harmony with bank- 
ing policy. 

This is the crucial point in determining 
whether banks can consistently put the op- 
eration of their travel bureaus in the hands 
of commercial agencies. A number of 
banks have installed as a banking service 
branch offices of commercial agencies. 
Some of these operate openly as_ such; 
others operate under the bank’s name. The 
fallacy of such a policy would be imme- 
diately obvious if it extended to the bank’s 
bond or real estate loan department.  Cli- 
ents value these services for their impar- 
tiality. For the same reason banks cannot 
assure their clients of impartial, disinter- 
ested service from any single organization 
to which they allow access to their clients 
through operation on the floor of the bank 
and through the bank’s customer mailing 
list. Neither can a bank entirely dictate 
policy to any employees except those se- 
lected by and responsible to its own execu- 
tives, and for this reason, as well, farming 
out travel bureaus will never insure a real 
banking service by such departments. 


How Patronage Grows 


ATRONAGE of the travel bureau is a 

thing that will take care of itself large- 
ly if the bureau is honestly committed to 
the client’s welfare. Those who come first 
to consult will return later to avail them- 
selves of the bureau’s services as agent for 
steamship lines. They will send their 
friends. Other clients who have made trips 
to Europe and found their expenses under 
certain management unwarrantedly high will 
seek bank bureaus: to arrange future trips. 

As the representation of banks by cer- 
tain organizations in Europe becomes more 
general, new phases of service will become 
possible. A great many large banks now 
have their representatives in London and 
Paris. It may be a matter of only a few 
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years until such operation can be effected 
among all banks with efficient bureaus that 
they may have joint representation abroad 
devoted solely to the care of the clients of 
these banks. That is one of the objectives 
of the Association of American Bank 
Travel Bureaus. Today members of this 
association work together. for the welfare 
of clients, so that a member on the Pacific 
Coast will help another in the Middle West 
book passage for his client traveling to 
the Orient, or one in Chicago will make 
Pullman reservation to New Orleans for 
a traveler enroute from the West Coast 
stopping over in Chicago. 

This will eventually extend abroad, and 
a great many travelers now find a card of 
introduction from their home banks a very 
magical instrument in those places abroad 
where’ the home bank has representation. 
This is another stimulus to bureau book- 
ings. 

Naturally, since travel advice and ar- 
rangements are offered as a banking ser- 
vice, solicitation of business by bureaus is 
inconsistent. No aggressive advertising is 
possible. The service may, however, be 
unobtrusively brought to the attention of 
bank clients in letters, leaflets and window 
displays. The greater the volume of book- 
ings, since the overhead is largely fixed, 
the better ratio the bureau will show at the 
end of the year between income and ex- 
penses. 

Since, however, there is this limitation 
on extending the service by competitive 
advertising, the bureau must depend on the 
bank’s executives for increased opportuni- 
ties to serve clients. Few departments of 
a bank offer such possibilities for inter- 
departmental cooperation as does the travel 
bureau. Close relation between the savings 
department and the bureau, for instance, 
ought to be possible through “Save to 
Travel Clubs.” Savings department officials 
are then in a position to offer the client 
the additional service of the travel bureau 
in consummation of plans for travel rep- 
resented by the savings club. 

The foreign banking department can 
with real pleasure make available to clients 
purchasing letters of credit, for instance, 
the complete service of the travel bureau, 
where under one roof the trip can be 
planned, passport matters adjusted, passage 


Oriental scenes stir the imagination 
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booked, visas secured, and finances correct- 
ly arranged. 

Too often the bank official brings to the 
client’s attention only these unremunera- 
tive features of the bureau’s work. No 
mention is made of the possibility of book- 
ing passage with the bureau, and only after 
all these arrangements are made is the 
client brought to the bureau manager for 
some trifling and uncompensated service in 
taking a passport picture or obtaining a 
visa. Worse still, any number of officials 
think of the bureau’s facilities only when 
some traveler is involved in an awkward 
claim for refund after cancellation. If the 
bureau is efficiently managed, the executives 
of thesbank will find it pleasant to extend 
its courtesies to important clients. Inci- 
dentally, the bureau will be advanced by 
increasing its bookings toward its goal of 
self-maintenance. 

Of course, the crux of the entire situa- 
tion is the efficiency of the bureau. Per- 
sonality here, to a higher degree than in 
most bank employees, is vitally important. 
Someone has suggested that a bank has 
a wave length, and that all officials and 
employees who come in direct contact with 
the clients are performers. If this is true, 
it is singularly applicable to travel bureau 
employees who may be said to be before 
the microphone every moment of the day, 
typifying to the public the bank under whose 
auspices they appear. Personal qualities 
are very significant. Practical knowledge 
of travel gained by experience furnishes the 
sense of sureness that makes the travel 
bureau manager’s advice invaluable and that 
inspires confidence. True, it is hard to 
find just this combination of individuality 
and background, and a great many bureaus 
that have found the desired type of man 
can afford to grant him time and money 
to acquire the other essentials. He can 
learn much by conferring with other men 
in the business of management of bank 
travel bureaus. Those who have been in 
the business longest are most aware of the 
advantages of close cooperation among bu- 
reau. managers and constant exchange of 
views. That is the primary function of the 
Association of American Bank Travel Bu- 
reaus, organized in 1926 and today embrac- 
ing bank bureaus in twelve states, a total 
of forty-five strong banks. 


Gaining Confidence 


HIS standardization of practice is the one 

factor necessary to put bank bureaus on 
a basis apart from all other agencies because 
of their enviable rating among steamship 
companies. Steamship companies are predis- 
posed toward bank bureaus as_ sub-agents. 
The sound financial backing of the bank is 
of course the basis of this first advantage. 
The high standard set by those banks which 
have attempted to give anything like official 
expression of the policies approved by bank 
bureaus is another encouraging sign. 

Those bureaus which have already given 
evidence of their intention to make bank bu- 
reaus a force in the travel business, render- 
ing a service to bank clients comparable to 
that afforded by the bank in any other in- 
vestment, are already heartily indorsed by 
their banks and their clients and recognized 
as a big factor in the business by the steam- 
ship companies. 
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Saving the Independent Bank 


By A. J. VEIGEL 


Commissioner of Banks of the State of Minnesota 


Those Who Hope to Halt the Trend Toward Branch Banking 
Must Cooperate in Putting an End to the Practices Which*Are 
Causing Failures in the Individual Field. Mergers of the]Small, 
Weak Banks in Country Communities a First Step He Contends. 


HE great strength of America lies 

in her so-called middle class. No 

other country in the world has so 

many people who are independent 
and fairly well off. There is nothing in 
this country to prevent men with ability 
from advancing from the bottom to the top 
of the ladder. 

I firmly believe that our independent bank- 
ing system has done more than everything 
else put together to establish and maintain 
this individual independence. For this reason 
and others, I am strongly opposed to branch 
banking. How can we prevent branch bank- 
ing from spreading? By making our in- 
dependent banking system safe and capable 
of supplying the public banking needs. 

In the future, as we look back to the pres- 
ent period, we will probably call it the 
period of mergers. There are bank, rail- 
road, motor car and store mergers—mergers 
in every line. Chain stores and catalog 
houses are making serious inroads on our 
small independent stores. They usually have 
the advantage of buying in large quantities 
and, therefore, at reduced prices. It is hoped 
for the good of the country that at least the 
progressive and capable independent mer- 
chants, who are such an important part of 
the great middle class, will survive. Inde- 
pendent banks will help them to survive. 


The Banker’s Advantage 


NDEPENDENT banks have arn advan- 

tage over independent stores, because the 
law in many states forbids branch banking, 
while the law cannot forbid branch or chain 
stores, and also because the merchandise the 
banks buy is money in the form of deposits 
and independent banks can afford to pay as 
much interest for deposits as branch banks 
can pay. 

3ranch banks have advantages in that they 
are usually larger and can, therefore, employ 
more efficient executives, who see that in- 
vestments are diversified and made in ac- 
cordance with sound banking practices, that 
the credit files are complete, that incompe- 
tent managers and employees are eliminated, 
that regular audits are made. 

In some states, especially where branch 
banks are prohibited, the so-called chain 
banking system is spreading. This term_de- 
scribes those groups of nominally indepen- 
dent banks, which are under a common 
management by various devices, generally by 
having holding companies own the majority 
of the stock in each bank, or by trustee- 
ships, or by individual ownership. , 

Chain banking is essentially a form 
of unauthorized branch banking. It is 


A Case of Do or 
Die 

ig is up to the indepen- 

dent banker himself 
whether he is to survive the 
sweep toward branch. and 
chain banking, according to 
Mr. Veigel, who sets forth 
in this article what he con- 
siders the menace of cen- 
tralized banking power and 
the steps necessary to avert 
it. First of all, he contends, 
the independents must for- 
tify their position by clean- 
ing house and discontinuing 
practices which have tended 
to weaken the independent 


banking system and impair 
the public’s confidence in it. 


much more difficult to legislate against chain 
banks than it is against branch banks. In 
some respects chain banking is even more 
objectionable than branch banking, especially 
if it is the policy of the owners to place 
paper in the banks in which they are in- 
terested, or on which they make a profit, or 
if the banks exchange paper, etc., so that 
ach bank is not run as an entirely separate 
corporation and actually controlled by its 
directors. 

If our independent banking system is to 
survive the bankers must study and adopt 
many of the practices of the larger corpora- 
tions. 

We hold many post-mortem examinations 
in our closed banks department on the omis- 
sions and commissions which have caused 
bank failures and which have also caused 
large losses in open banks. Many of these 
matters may seem small and unimportant, 
taken alone, but taken together they are very 
important. If independent bankers are sat- 
isfied with present conditions and do not 
take the initiative in correcting them, we 
will eventually have branch banks. It is, 
therefore, squarely up to us to put our 
house in order. 
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We have too many banks. No new char- 
ters are being granted, except where banks 
are clearly needed by the public, but this 
alone will not solve the problem. We must 
have consolidations, or, in some cases, vol- 
untary liquidations, where banks do not have 
deposits large enough to make expenses and 
to charge off losses. 

The most constructive work we can do 
now is to help bring about consolidations 
where conditions warrant. The people in a 
small village are served far better by hav- 
ing one large and strong bank than by hav- 
ing two weak banks. We believe that there 
should be about 200 consolidations in this 
state. There are about 140 banks with less 
than $100,000 in deposits. The state banking 
department and its examiners are doing 
everything possible in this matter, and we 
are getting some results—an average of 
about one consolidation a week. 

It has always seemed, however, that the 
different bankers’ associations could do more 
than they have to help bring about these con- 
solidations. In some states the different 
groups have appointed committees to help in 
this work. 

The independent banks should study and 
copy some of the methods of the larger 
corporations having branch banks. The 
county organizations or other convenient 
groups should meet oftener and take on new 
duties. There should be a credit bureau in 
each group, and credit information should 
be freely exchanged. Bankers should do 
more to help each other. Joint advertising 
is often more effective and less costly. A 
little later it may be desirable to form re- 
gional clearing-house associations. 


Cooperation Imperative 


Jo the majority in a group think it advis- 
able to reduce the interest rates, collect 
small 
Complete coop- 


service charges, etc., the minority 
should join the majority. 
eration will help all banks. 

Each member of the wholesale and retail 
credit men’s associations reports to the sec- 
retary once a month the names of all cus- 
tomers whose dealings have not been satis- 
factory. These associations have secret key 
letters, dividing this information into about 
twenty classes. This information is then 
furnished to all members, marked only with 
the key letter. Why cannot bankers’ groups 
adopt a similar plan for disseminating in- 
formation? 

Most banks must have larger earnings. 
There is absolutely no good reason why 
banks should not charge for all services 

(Continued on page 996) 
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The Prospect of New Business 


CIENCE never retreats. 
Its achievements are never 
lost. 

Z Printing was devised: 

First, crude blocks, then movable 

type, set by hand, and in the course 

of years the linotype 

and the rotary press. 

There came the 
first power loom. 

The years have seen 
it steadily improved, 

and forms and adap- 

tations perfected. 

There came the 
steam engine, crude 
and simple, but fol- 
lowing it came more 
perfect and more 
powerful engines — 
the internal combus- 
tion engine and the 
electric generator. 

There came the first crude 
steamboat, and now veritable 
cities cross the high seas. 

There came the sewing ma- 
chine and it was but the herald 
of a whole new industry. 

There came the camera and in 
time there came the moving pic- 
ture. 

There came the telegraph, the 
telephone and the radio. 

This last discovery and its devel- 
opment to the present perfection is 
almost awe-inspiring in the sugges- 
tion of the next step. 

After the radio what? 

Our ability to thus pick voices out 
of the vastness of space is strong in 
the suggestion that man may yet ac- 
quire the habit of “listening” with- 


out the aid of mechanical devices; 
that he may learn to “tune in” on 
better things than jazz; that he may 
acquire, as some men in all ages— 
poets, thinkers, philosophers, the 
Washingtons, the Franklins, the Edi- 
sons and the Lincolns—have 
acquired, the ability to listen 
for those larger things of life 
which some men believe are 
lying all about us to be picked 
up though not as 
easily as the voice of 
the radio announcer. 

Is this a fancy? If 
there were no un- 
known to draw upon 
we should still be 
back in the dark ages. 
Whence came Edi- 
son’s thoughtr Not 
handed down to him 
by his father. 

As everything on 
the air is free for 
whomever can tune in 
on it, is it strange that 
those more funda- 
mental things of the 
universe are also uni- 
versally available? 

Emerson, who lived 
and thought and died before the era 
of the radio, knew of this inexhaust- 
ible field. All one side of man, he 
declared, lies open to Nature. 

And that is why he bade us to 
listen to the murmurings of our 
souls. 

This is a source of “new business” 
in its largest and best sense, practical 
as well as spiritual, as well worth the 
attention of 


the practical man in the bank as it 
is of the attention of the dreamer. 


By JAMES E. CLARK 
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The Retail-Wholesale Revolution 


By W. M. KIPLINGER 


Small, Unprofitable Stores Which Sap the Larger and Better 
Ones and Dissipate the Wholesaler’s Sales and Distribution 


Efforts Are Being Weeded Out. Bankers Can Aid by Refusing 


have good reason for 
acquainting themselves with the 
revolution which is occurring in 
wholesale and retail trade and in 
other phases of the process of distributing 
goods from factories to homes. There are 
losses to be avoided and profits to be made 
through familiarity with the changes which 
are occurring and which are forecast. 
These profits and losses apply to banks, 
and even in greater degree to the retailers 
and wholesalers who are the customers of 
banks. Current conditions indicate changes 
as a matter of economic necessity in the 
next five years. These are primarily the 
concern of distributors themselves, but the 
banker who has a fair recognition of the 
situation can either help his customers who 
are engaged in working out their problems, 
or prod into action those who are slothful, 
to the ultimate benefit of both bank and 
customers. 


The High Points 


HE high points of the situation are 
these: 


ANKERS 


1. Many small independent retailers will be 
forced out of existence during the next few years, 
thereby benefiting the community at large, the 
surviving retailers, and the wholesalers, who will 
then be able to give better service to the remaining 
retailers in their competition with chain stores. 


2. Chain stores are growing and will continue to 
grow, but will leave plenty of room for the good 
independent retailer. 

3. Wholesalers will be compelled to tighten their 
methods, eliminate unprofitable accounts and lines, 
perhaps curtail territories, reduce service to small 
retail customers, increase service to large customers, 
and become more of a cooperating or integral part 
of the mechanism which starts with the manufac- 
turer and ends with the retailer and his consumer- 
customers. Wholesalers will decline, die or survive 
in general accordance with their assiduity. Whole- 
salers as a class will not pass out as a result of 
chain stores, mail order houses, small-order buying, 
mass-order buying of cooperative groups of retailers 
direct from manufacturers; rather, they will over- 
come some of these factors, adapt themselves to 
changed conditions, and continue their proper 
wholesaling function. 

4. Too much credit—the blood of distribution—is 
required under present conditions. It may be bank 
credit or private credit, but it must be reduced, 
and the credit man should take cognizance. 


These are generalities, but they are a 
guide to the situation as. a whole. 


Distribution 


INCE the break of 1919 there have been 

pronounced ills in the mechanism of 
distribution, involving manufacturers and 
wholesalers in a spectacular way, and re- 
tailers in a less spectacular way because the 
numerous failures of retailers were not fully 
charted. We had door-to-door canvass- 


ing, in which manufacturers became retail- 
ers in order to unload their heavy surplus 


Credit in Overcrowded Fields. Chain Stores Are Here to Stay. 


The Banker’s Duty 


THOSE who encourage 

the establishment of as 
many stores as possible to 
make the community seem 
prosperous, or in the hope 
of building up profitable 


accounts, are doing them- 
selves, the existing stores in 
their town, the community 
in general and the whole- 
salers of the district a great 


harm. The banker who is 
asked to extend credit to a 
new retail project should 
question the prospective 
merchant concerning his 
property location and then 
determine whether the com- 
munity would support it. 


stocks caused by the suspension and back- 
ing up of orders in the 1919-20 period. We 
had a tremendous growth of chain stores, 
which hit manufacturers and wholesalers 
and independent retailers. We have had a 
steady growth of the larger stores in urban 
communities, and a corresponding decline 
of small stores in villages, because rural 
purchasers drove to town over good roads 
and left the country store behind. We have 
had an increasing jumble of criss-cross sell- 
ing—drug stores selling hardware, dry goods 
stores selling groceries, etc., etc. 

“Where are we at?” became an acute 
question, particularly with wholesalers, for 
they were squeezed between retailers and 
manufacturers. 

So the Department of Commerce made a 
“sample study” of distribution. It took 
eleven metropolitan areas, sent census 
enumerators from door to door of retail 
and wholesale establishments, got detailed 
figures on stocks, turnover, volume of sales, 
employees, wages and other expenses and 
various classifications of similar data cover- 
ing the calendar year 1926. 

Now the results have been assembled and 
analyzed by the Domestic Distribution De- 
partment of the Chamber of Commerce of 
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the United States and we have the first 
accurate factual picture of what is going 
on in what is called the distribution realm, 
where goods are in a state of suspense be- 
tween producer and consumer. We have 
facts about the flow, corresponding roughly 
to the facts which we have had heretofore 
about the source—manufacturers. The facts 
are not complete, because they come from 
only eleven cities, but the cities were selected 
with care and the results show a fair cross- 
section. 


What the Sales Show 


F the 80,000 independent retail stores 

enumerated, 28 per cent had sales of 
less than $5,000 a year, aggregating only 
1.68 per cent of total volume. Another 18.5 
per cent sold between $5,000 and $10,000 a 
year, accounting for only 3.56 per cent of 
the total independent volume. Thus 46% 
per cent of retail stores do only 5 per cent 
of the volume. Going higher in the scale, 
another 28 per cent had sales volume of 
$10,000 to $25,000, and accounted for 11.62 
per cent of the aggregate volume. 

It is perfectly apparent to anyone who 
knows the profit percentages on turnover 
of retail businesses that many small stores 
cannot survive. 

Between $25,000 and $50,000 of annual 
sales, there is a better balance, for 14 per 
cent of the stores do 12.61 per cent of the 
business. At the top, 40 retail establishments, 
or one-twentieth of 1 per cent, do 16% 
per cent of the total business, more than 
$10,000,000 a year each. 

These are facts, and the suggested con- 
clusions are these: If small stores do not 
make a profit, they cannot live. In the 
past they have failed by the thousands, but 
other new store-keepers have taken up the 
location, run their course, failed, given way 
to another crop of small optimists, and so 
on. Bankers in some cases of record are 
responsible for this. They encourage the 
establishment of as many stores as possible 
to make the community seem prosperous, to 
prevent vacant store rooms, and in the hope 
of building up profitable retail accounts. 

In the long pull, this is folly. The small 
stores sap a little strength directly from the 
larger and better stores. The main effect, 
however, runs back on the wholesaler and 
from him bounces upon the larger retailer. 
The wholesaler who dissipates his sales ef- 
forts, his delivery, his billing, his collecting, 
his credit, on the uneconomic small store, 
has too little left for the larger customer. 
Freed from the liability of the hopeless 
small store, he can cut expenses, focus his 

(Continued on page 1005) 
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iladelphia’s Three Great 


Financiers 


By HERMAN COLLINS 


Robert Morris, Stephen Girard and Jay Cooke, Each Was a Vital 


Factor in a Crisis of the Nation, Rendering Invaluable Service 
Under Extraordinary Conditions. Girard Established a College 
for Orphans. 


T three perilous crises in American 
history, three Philadelphia finan- 
ciers saved their country from 
financial ruin. The first of these, 

Robert Morris, may be truly styled father 
of American banking. It was the genius 
and patriotism of Morris which enabled the 
Continental Congress to obtain funds to 
maintain Washington’s army during the 
Revolution. 

Stephen Girard, second of that trio of 
Philadelphia financial patriots, became the 
first nationally known private banker on a 
great scale in the United States. Girard’s 
optimism plus his faith in the future of his 
country, alone prevented a colossal failure 
of credit during the War of 1812. 

And in the sixties when states of the 
Union were battling each other almost to 
the death, it took the amazing ability of Jay 
Cooke, single handed, to float a greater 
amount of Federal bonds than any nation 
in the world had ever sold during an equally 
brief period. 

The story of Robert Morris, Stephen 
Girard and Jay Cooke comprise three dis- 
tinct epics in American finance. They are 
symbolic of what may be expected of Amer- 
ican banking when a crisis comes. 

Robert Morris was brought from Eng- 
land to Philadelphia when a boy of thirteen. 


Stephen Girard 


Robert Morris 


There was not then and for nearly forty 
years afterward a single bank in the West- 
ern Hemisphere. 

At the age of twenty, Morris became a 
partner of Thomas Willing. That was 
more than two decades before the battle of 
Lexington. They were merchants, export- 
ers and importers and at the outbreak of 
war, Willing and Morris were the richest 
mercantile firm in all the Colonies. 

As a leading citizen of Pennsylvania, 
Robert Morris was naturally sent as a mem- 
ber of the Continental Congress. He op- 
posed immediate independence in 1776 and 
voted against the Declaration. 

Such, however, was his brand of patriot- 
ism that when Independence was declared, 
Robert Morris signed the Declaration. He 
stood ready to abide by the alternative sug- 
gested by his fellow Philadelphian, Benja- 
min Franklin: 

“Now, unless we all hang together, we 
shall assuredly be hanged separately.” 

But it was one thing to resolve to fight 
and a quite different thing to finance 
armies which must do the fighting. 

Then it was that the supreme genius of 
Robert Morris met the crisis. Such was 
his reputation that in one night, he raised in 
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His Estate Today Is Estimated at $100,000,000. 


Philadelphia, late in 1776, $50,000 in gold 
and silver money. 

Congress promptly elected Morris Super- 
intendent of Finance, a title which quickly 
was shortened in practically all contemporary 
and official references to ‘‘Financier.” 

So the veteran merchant is ever known 
as the “financier of the Revolution.” His 
work more than justified the title. 

He purchased with his own funds flour 
for Washington’s starving army at Valley 
lorge. 

Then in 1780, as a means of raising funds 
to carry on the government and the war, 
Morris organized the first bank in America. 
It. was called the Pennsylvania Bank and 
had only a temporary existence. 

But immediately afterwards with the as- 
sistance of his old partner Thomas Willing 
and others, Robert Morris established a new 
bank called the Bank of North America. 

That bank after 147 years still exists and 
is the oldest on this continent. 

Like Franklin, Morris not only signed the 
Declaration of Independence, but also helped 
frame the Constitution of the United States 
and signed it. Washington offered to make 
him the first Secretary of the Treasury, but 
Morris declined, and became Pennsylvania's 
first United States Senator. 


(Continued on page 1013) 
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Payment of War Claims 


Under Way 


By E. E. MOUNTJOY 


Deputy Manager, National Bank Division, American Bankers Association 


Congress Takes Final Step for Return of Seized Property of 
Aliens and Full Settlement of Awards by the Mixed Claims 
Commission. German Nationals to Get Fifty Per Cent of Such 
Awards Immediately, Remainder to Await Full Payment to Us. 


ONGRESS has, nearly ten years 
after the close of the World War, 
enacted legislation for the settle- 
ment of all war claims. If the de- 

lay seems to some unnecessarily long, it 

might be explained that the time was not 

wholly wasted. Plans for effecting settle- 

ments with our former enemies have been 

under way for a considerable time and defin- 

ite steps looking to 

the final disposition 

of claims and seized 

properties have been 

taken. The value of 

all this preliminary 

work will be real- 

ized in the final clos- 

ing of accounts. 

In 1921, under the 
treaty of Berlin, it 
was agreed that the 
German _ property 
which had come un- 
der the control of 
the United States 
during the war 
should be retained 
by this country un- 
til provisions could 
be made for the 
satisfaction of claims of American citizens 
against Germany. 

So, under the 1921 treaty, an agreement 
was reached, in 1922, for the establishment 
of a tribunal to determine the validity of 
American claims and fix the amount in 
each case. This body was called the Mixed 
Claims Commission. It received full powers 
to pass upon all claims made by Americans 
against Germany and to make final awards, 
which would constitute binding obligations 
upon the German government. 


A Flood of Claims 


T was necessary that claims be filed with 

this commission before April 9, 1923. 
There was a flood of them and the commis- 
sion had a tremendous task in passing upon 
them. By November 30, 1927, virtually all 
claims that had been filed had been acted 
upon by the commission and the awards, 
plus interest allowed, had reached a total 
of $215,000,000. 

The success of the operations of this com- 
mission led to the creation of a similar one 
to handle the claims of Americans against 
Austria. and Hungary, since the United 


States was not a party to the Treaty of 
Versailles. This body was known as the 
Tripartite Claims Commission and its meth- 
ods were exactly the same as those of the 
Mixed Claims Commission. It was _ pos- 
sible, however, to file claims before the 
Tripartite commission as late as January 25, 
1927. 

The result of the work of these two com- 


The Leviathan, formerly the Vaterland 


missions was such that early this spring all 
claims of Americans against Germany and 
Austria and Hungary and their nationals 
had been definitely adjusted and all that 
remained was the adoption of a method of 
payment. This was the work cut out for 
Congress and this was accomplished in the 
Settlement of War Claims Act, which be- 
came a law on March 10, last. 

This act provides for the payment of four 
kinds of claims, namely: 


United States nationals against Germany ; 

German nationals against the United 
States ; 

United States and its nationals against 
Austria and Hungary ; 

Austrian and Hungarian nationals against 
the United States. 


Apart from Dawes Plan 


HE settlement act has no bearing upon 

claims for expenses of the United States 
Army of Occupation. These are taken care 
of under the Dawes Plan. Although this coun- 
try was not a party to the agreement which 
put the Dawes Plan into effect, we were rep- 
resented at the Paris conference which de- 
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termined the division of the payments which 
Germany should make under the plan. The 
Paris conference also allocated to the liqui- 
dation of Mixed Claims Commission awards 
2% per cent of all receipts from Germany 
under the Dawes Plan, this not to exceed 
$10,700,000 a year, however. From this 
allocation may be gained an idea of the 
time which would be required to satisfy 
the $247,000,000 of 
awards by the Mixed 
Claims Commission 
if payment depended 
entirely on the Paris 
conference provi- 
sions. 

In the Settlement 
of War Claims Act 
provision is made 
also for the return 
of alien property 
seized by this coun- 
try during the war, 
and for the return 
of which no provi- 
sion had _ hitherto 
been made _ other 
than to allow $10,000 
on each German 
claim up to that 

amount. Now, the United States is to re- 
turn to German nationals promptly 80 per 
cent of their property held by this country. 
The remaining 20 per cent will be retained as 
a sort of pledge that full payment of Amer- 
ican claims will be made. As an immediate 
substitute for this 20 per cent certificates 
will be issued participating in a fund to be 
assembled in a German special deposit ac- 
count to be set up in the Treasury Depart- 
ment. From this account all payments to 
German nationals and to the United States 
and its nationals will be made. The United 
States does not assume a definite obligation 
for payment of the participating certificates, 
but will pay them if Germany remits, either 
voluntarily or through the Dawes plan, a 
sufficient sum to liquidate all American 
claims. 

All property of Austrian and Hungarian 
nationals is to be returned to them as soon 
as these governments deposit in the Treas- 
ury Department sums sufficient to liquidate 
all claims of the United States and its 
nationals. Austria and Hungary prefer to 
make their settlements in this way. This 
insures rather prompt payment of all Amer- 

(Continued on page 998) 
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The American Bankers Association 


HE first four pages of this issue give a readable 

and interesting presentation of the work of the 
American Bankers Association and tell how that work 
is divided and subdivided to the end that it may be 
carried on expeditiously and effectively. 

The outline is worthy the serious attention of both 
the member banks and those banks that are not mem- 
bers of the Association. 

To the former it is a picture of all the activities of 
the Association whose benefits are open to them, 
whereas it may sometimes happen that a member bank 
does not utilize to the fullest extent all the privileges 
that membership confers. 

To the latter—the non-member banks—it should 
indicate that membership instead of being an expense 
is an economy. 

To both classes it presents the salient features of a 
virile business organization working for the protection 
and betterment of banking as a whole, rendering to 
all banking a service which many individual banks— 
if able to accomplish at all—could accomplish only at 
a prohibitive cost of time and effort. 

A national association in any profession is a bul- 
wark of safety for the whole profession and that alone 
would justify its existence as a necessity, but the 
American Bankers Association has a broader and more 
fundamental mission. Its educational and service fea- 
tures touch banking everywhere and are designed to 
do these three things: 

(1) Protect banking—not merely from the depreda- 
tions of the outlaw but in those more subtle assaults 
which are constantly being made against it through the 
medium of misconceived laws, and uneconomic 
schemes. 

(2) To promote the understanding of banking 
through special studies now being pursued by 38,000 
students in the American Institute of Banking; to pro- 
mote the understanding among the people at large of 
what banking means to them and to the continuance of 
their employment and their prosperity. 

(3) To add to the efficacy of banking, and banking 
methods everywhere to the end that waste and un- 
sound methods and practices may be eliminated, and 
that the business of the average banker shall become 
safer and more profitable; that the bank may be of 
still greater value to its community. 


New Prosperity for a Great Region 


HE Flood Control bill, approved by the President 

last month initiates the work of controlling the 
Mississippi River to the end that there shall be no 
recurrence of the appalling floods of 1927. 

The project it is estimated will cost $325,000,000 and 
perhaps much more. As a matter of fact great 
engineering projects of this nature usually cost much 
more than the preliminary estimates indicate. 

The magnitude of the work may be judged by 


reference to the cost of some well known pieces of 
public works. The investment in the Panama Canal 
is placed at $236,674,901—after writing off $113,122,- 
893 for national defense because fortifications, etc. 
should not perhaps have been considered a part of 
the canal proper. 

The Suez Canal cost $127,000,000; the Manchester 
and Liverpool Canal $85,000,000; the Chicago Drain- 
age and Ship Canal $55,208,889. Each of these pieces 
of work was done at a time when a dollar would ac- 
complish more than it now does. 

There is rejoicing in the Mississippi Valley over 
the prospect of permanent relief from the dangers 
that have hung over it for years. There is rejoic- 
ing, too, over the prospect of the new prosperity that 
this work will give when it shall have been started. 

It is a reasonable expectation also that in the train of 
this work there should come a new degree in the 
development of a great region hampered by the fear 
of freshets. 

The rest of the United States is concerned over the 
prosperity of the valley and, we believe, regards with 
satisfaction the determination of the government to 
attack the problem on the great scale that has been 
planned. 


An Attendant Evil of Investigation 


RESOLUTION of the Senate instructs the 

Federal Trade Commission to make an investiga- 
tion of chain stores, and the resolution is so phrased 
that in the mind of the reader there is likely to be 
raised a question as to whether or not the chain stores 
are fair dealers back in the executive offices where 
plans, policies, campaigns and contracts are made. 

The Senate of the United States is a sagacious body 
and however much members here and there criticized 
for individual acts, may merit the castigation of pub- 
lic opinion, the Senate as a body deserves the respect 
of all good citizens. Business, too, deserves the re- 
spect of all good citizens both in official and in private 
life, and to it public opinion should accord the presump- 
tion of innocence until it is proven guilty. The bandit 
who invades a chain store with pistol in hand—and 
robs, or perhaps murders an innocent clerk is under 
the law presumed to be innocent until he is proven 
guilty, yet under the practice at Washington a few 
words spoken in either House of Congress against a 
corporation or a whole class of corporations may have, 
upon millions of minds all over the country, the effect 
of a conviction. 

Is this fair to business, or to the investors in busi- 
ness ? 

Without regard to the merit of the proposed investi- 
gation or the facts leading to it, the establishment of 
the chain store was a logical and natural development 
of business, and always the principal reasons for its 
prosperity as an institution have been obvious. 

It is the business of the Government to protect the 
people but it is to be regretted that the practice of 
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looking into things by the Government must so often 
be a spectacle, comparable to a police patrol dashing 
up to a private residence with a crowd of uniformed 
men to interview a startled citizen over the suspected 
infraction of a city ordinance. 

The other view of the proposed chain store investi- 
gation is that these stores, through their prices, and 
their methods touch the pocketbooks of practically 
the entire population. It is not only the people who 
buy from the chain stores but the people whose prod- 
ucts find consumption through these stores who are 
vitally interested parties. When all who are on the 
producing and manufacturing side are assembled, the 
list is a long one. 


In the bill calling for the investigation, it is estimated 
that there are about 4000 chain store systems operating 
a total of about 100,000 stores. The Federal Reserve 
Board has compiled figures showing that the annual 
sales of chain stores—and mail order houses—in- 
creased from a little over a billion dollars in 1919 to 
almost three billion dollars in 1927. 


So it is quite evident that the chain store organi- 
zations can wield great power in their efforts to buy 
shrewdly and that any slight advance in the prices of 
a few of the necessaries of life must in the course of 
a year’s business mean a handsome total of what might 
be termed, unnecessary profits. There is, therefore, 
ample justification for inquiring into the practices 
prevailing in this form of merchandising. 


“The Greatest Asset’’ 


O financial institution in the world employs 

more boys than does the New York Stock 
Exchange. In addressing these recently E. H. H. 
Simmonds the president of the Exchange pointed out 
a pathway to success, entry to which is not confined to 
boys of the financial district but is open to boys and 
men everywhere. A remarkable statement of the prac- 
tical value of one simple, easily acquired habit, it 
might well be reprinted in large type and hung in 
every bank in the country: 


“Simple courtesy is the greatest asset that a boy or a man 
can possess. It is different from manners, because manners 
may be artificial, while courtesy is natural and_ instinctive. 
So many young men feel that, to assert their independence, 
they must be brusque and even rude. That does not show 
their independence. It shows their dependence on bluff. It 
shows a lack of self-respect; for he who does not respect 
others, cannot respect himself. The discourteous youth may 
win advancement, but he is badly handicapped in the race, 
and success will never savor rightly to him. 

“Remember, I am not speaking now of dancing master man- 
ners, but of that feeling that will not willingly or intention- 
ally hurt another. It is courtesy that begets real manners, 
because manners are merely its visible manifestation. Many 
a young man loses his finer characteristics through enforced 
association with others who are indifferent to or contemptuous 
of the little decencies, the little refinements, the manners, that 
seem so little, yet loom so large in the making of life worth 
while. Have you ever felt a shiver at some rough remark, 
at some suggested action? Have you ignored it in order not 
to be singled out from the crowd? If you did, you did wrong. 
A great writer and philosopher once said: ‘Every involuntary 
repulsion that arises in your mind, give heed unto. It is the 
surface of a central truth.” 


Courtesy is an outstanding characteristic of our 
banks but there is no danger—amid changing per- 
sonnel—that there shall be too much courtesy. It gets 


business, and holds business where apparently more 
substantial qualities are ineffectual. 


Faith and Credit 


F spirituality were taken out of civilization, then 

civilization would decay, and probably one of the 
first places in which the breakdown would be felt would 
be in the credit structure. One of the main supports 
of the credit structure is honesty, and honesty is born 
of a belief in spirituality. A timely and an important 
statement was made concerning this by President 
Coolidge in his address last month at Phillips-Exeter 
Academy when he said: 

“The whole foundation of enlightened civilization, 
in government, in society and in business, rests on 
religion. Unless our people are thoroughly instructed 
in its great truths they are not fitted either to under- 
stand our institutions or provide them with adequate 
support. 

“For our independent colleges and secondary schools 
to be neglectful of their responsibilities in this direc- 
tion is to turn their graduates lose with simply an in- 
creased capacity to prey upon each other. Such a 
dereliction of duty would put in jeopardy the whole 
fabric of society. For our chartered institutions of 
learning to turn back to the material and neglect the 
spiritual would be treason, not only to the cause for 
which they were founded but to man and to God.” 

Timely because this is the season when many young 
men who entered colleges with the faith of their fathers 
are graduating sans faith and sans respect for the very 
things that made our country what it is. Important 
because it may cause many a young man who has risen 
superior to the faith of his fathers to ask himself 
whether he may not be leaving behind as he departs 
from the college, more than he takes with him! 


An Installment Selling Idea 


LONDON letter announces the contemplated 

establishment of a new application of the in- 
stallment selling plan—railroad tickets for vacation- 
ists, so much down and so much per week; “the com- 
pany’s collector will call at the ‘house of the purchaser 
for weekly payments.” 

The American travel club plan and save-to-travei 
accounts advertised by American banks are of course 
designed to accomplish the same end, to induce men and 
women to save in advance for the annual outing, or 
the trip extraordinary. This projected English plan it 
will be observed cuts out the bank and provides the 
additional inducement of the collector at the door, who 
combining salesmanship with his other duties will have 
worth while opportunities to extend his employers 
business. 

If the projected plan should be so successful abroad 
as to induce American railroads to adopt it, there 
would be lost to many of our banks a certain class of 
business valuable in itself, and desirable because of 
the banking habit and banking association it establishes 
with many people who can not readily be attracted to 
the bank by the ordinary conservative appeals. 


HE number of banks reported to have established 

personal loan departments during the last month is 
suggestive of the possibility of a personal loan depart- 
ment in time becoming one of the ordinary features 
of banking. Aside from the obvious commercial oppor- 
tunities that are entailed, the personal loan department 
offers opportunities for community service. Not the 
least among these will be the saving of many persons 
from the clutches of the “loan sharks,” who thrive in 
most cities yet contribute nothing cdnstructive to them. 
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As Cartoonists View Events of the Day 


NICE. KITTY! 

ITS HOT WEATHER 

SO I'M NOT 

AFRAID OF 

=. YOU NOW! 

~F SueS DONE MORE 
IN ONE MINUTE 


THAN WEVE 
BEEN ABLE TO 
N YEARS ! 


But It Really Pays to Be Cautious—Quin Hall in the Bangor 
Daily Commercial 


| 
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SHOAL: 


Rope Walking Under Difficulties —Galliher in Capper’s Weekly “Pigs Is Pigs.’’—Spany in the Montgomery Advertiser 
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If Parents Did This There'd Be Less Work.—Thiele in the Be 

Shreveport Times 
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Valet Auto Strop 


fp AutoStrop razor is unique in being the only 
ing device as an integral part. 


razor with a — 
The desirability of this stropping feature, in its effect 


on the smoothness of the shaving operation, is self 
evident and is further emphasized by the fact that a 
number of independent stropping devices for other 
types of razors have been developed and 
have found a wide sale. 


< ing business, one of the three largest in the safety razor field 
in the United States, is international in scope. Wherever safety 
razors and blades are sold and used throughout the world, Auto- 
Strop has its agencies and finds an ever-growing market. Approx- 
imately 23,000,000 Valet AutoStrop Razors have been distributed 
in the last 20 years, thus creating an extensive replacement demand 
for AutoStrop blades. With our offering of an issue of 87,500 
shares of the Convertible Class “A” Stock of the Company, 
now listed on the New York Stock Exchange, the public was 
given its first opportunity to participate in the 
ownership of this industrial leader. 


A. G. Becker & Co. 


100 South La Salle Street, Chicago 


NEW YORK ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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Equitable Trust Company 
Selects York Vaults 


IVE great vaults, located on four 

floors, with a floor area equal to 
that of many entire buildings, have 
been provided in the new home of 
the Equitable Trust Company of 
New York. The vaults rest upon 
solid rock fifty feet beneath the 
street level. The total weight of the 
vaults, including the concrete work 
is over 10,000,000 pounds. 

There are five massive vault en- 
trances each thirty inches in net 
solid thickness. Infusite, the York 
torch resisting metal, has been in- 


corporated into these doors as well 
as into the heavy steel lining. 

These vaults are equipped with 
the most modern protective devices 
known to the science of vault con- 
struction. Thousands of safe deposit 
boxes of all sizes have been provided, 
as well as many very large specially 
designed lockers. 

The York organization is pre- 
pared to furnish vaults for banks 
throughout the world. Our experi- 
ence in building vaults for banks of 
every size is yours for the asking. 


YORK SAFE AND LOCK CO. 


Trowbridge & Livingston . New York, Architects 
Thompson-Starrett Company . New York Contractors 


YORK, PENNSYLVANIA 


BALTIMORE NEW YORK 
BOSTON PHILADELPHIA 
CHICAGO 8T. LOUIS 
CLEVELAND SAN FRANCISCO 
DETROIT SEATTLE 
HOUSTON WASHINGTON 
LOS ANGELES MONTREAL 
MIAMI PARIS, FRANCE 
NEW HAVEN TOKYO, JAPAN 


The Equitable Trust Company of New York 
selected York Vaults for their magnificent new 
building because they knew them to be superior 
in design, material and workmanship. 


When writing to advertisers please mention the American Bankers Association Journal 
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the Price of Railroad Bonds. 


Forecasting the Price of 


Railroad Bonds 


By EDWARD F. MCCABE 


Asst. Cashier, Lake View State Bank, Chicago 


Bank Borrowings a Sensitive Indicator of a Probable Trend in 
The Sequence of Events When 


the Price of Rails Slumps and the Corresponding Steps When 
Bonds as Bank Reserves. 


ORECASTING the price of rail- 

road bonds is important and _profit- 

able because of the increasing bond 

holdings of the modern bank. Rail- 
road bonds make ideal bonds for a bank to 
purchase because of the splendid security, 
high marketability, good yield and stability 
of price. 

Usually a bank increases its bond account 
by gradual purchases. Hence, the bond 
buyer does not have much opportunity to 
make large purchases, within a_ short 
period, of any type of securities unless he 
sells an equivalent amount. 

In selling bonds it is always easy, barring 
exceptionally high income taxes, to sell a 
large block of bonds, accept the profits and 
reinvest in another type of bonds. This 
gradual or sudden reduction in one type of 
bond in favor of another type is still looked 
at with suspicion by the more conventional 
bankers. But a shift from one marketable 
bond to another of equal security and mar- 
ketability cannot justly be labeled specula- 
tion. Liquidating assets 
afresh is no sign of weakness or lack of 
good business judgment. Rather, it clearly 
shows that the bond account is in a liquid 
condition and is a real secondary reserve. 
It shows that the bond account is no dump- 
ing ground for industrial derelicts from a 
loan department. To have a bond account, 
part of which may be quickly liquidated in 
favor of another type of bond shows that 
the bond account consists of marketable and 
hence liquid securities. Without liquidness 
a bond account in a commercial bank is not 
performing its proper function. It ceases 
to be an adjunct to cash. And when it 
ceases to be an adjunct to cash it ceases to 
have a reason for existence in a commer- 
cial bank. 


A Mistaken Policy 


ENCE, it follows that a bank that con- 

fidently believes, say that industrial 
bonds are overpriced and still refuses to 
liquidate its industrial holdings in favor of 
public utilities or railroads is following a 
mistaken policy. Due care for diversifica- 
tion must, of course, be kept in mind. But 


diversification does not prevent a transfer 
of, say one-tenth, of the entire bond account 
from a declining type of bond to a class 
that is appreciating. 

The real point is how to decide when to 
make this transfer. The following method 


the Swing Is in the Other Direction. 


reinvesting , 


1926 


CHART I 
Supply of railroad bonds -and all 
other bonds 


1927 


of deciding when to buy and sell railroad 
bonds is submitted ! 

The supply of railroad bonds is relatively 
constant. This is shown in Chart I in 
which the fluctuations from year to year of 
rails is but slight compared to the wide 
fluctuations found in all other issues com- 
bined. 

The demand for railroad bonds comes 
chiefly from banks and insurance com- 
panies. This is best shown in the invest- 
ment lists of insurance companies and the 
occasional bank statement that lists its bonds 
by the various types. 

Variations in bank holdings of railroad 
bonds constitutes the chief ebb and flow of 
the demand for railroad bonds. This is in- 
dicated in Chart II in which the holdings 
of Federal Reserve member banks, “other 
bonds, stocks and investnients” is shown. 
This monthly figure is not made up entirely 
of railroad bonds, but a large part of it is. 
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It will be seen by studying Chart II that 
the price of railroad bonds moves in close 
relation to the holdings of “other bonds, 
etc.” This is but logical, an increase in buy- 
ing puts the price up and a period of sell- 
ing sees a slump. For instance, through the 
first half year of 1922 when banks were 
buying rails, the price increased. Again, in 
July of that year a period of selling set in, 
and by August a decline in rails set in that 
lasted until the end of the year. 


The Sequence of ‘‘Swings’’ 


UT this relationship is not simply a case 

of buying and selling railroad bonds by 
the banks. Banks buy or sell for specific 
reasons. If we can find some indicator to 
tell when banks are going to buy, or are 
going to sell, we will have a warning sig- 
nal that will be worth watching. Banks sell 
bonds when they need the money for re- 
serves, and buy when they have a surplus 
of money. The trend of borrowing is a 
sensitive factor. Chart II gives bank bor- 
rowings from 1921 to 1928; this line is the 
first indicator of when to buy and when to 
sell : 

First—Banks increase their borrowings. 

Second—Banks sell their railroad bonds. 

Third—Price of rails slump. 

The aim is to sell before the price slumps. 
Usually there is a month or more before 
the slump sets in after banks have begun 
to borrow heavily. This is shown in 1922 
from August on. During the remainder of 
the year and well into 1923 the banks were 
increasing their bills payable, and> reducing 
their holdings of railroad bonds, and the 
price of rails declined, though -the general 
trend of bonds was. upward during this 
period. 

In forecasting the upward swing of rail- 
road bonds the sequence is as follows: 

First—Banks reduce bills payable. 

Second—Banks buy railroad bonds. 

Third—Prices go up. 

After October of 1923 the banks steadily 
reduced their bills payable, and at the same 
time increased their holdings in railroad 
bonds. 'The chart indicates that prices rose 
steadily during this process. 

The éffectiveness of this method of op- 
eration should increase as banks increase 
their reliance on bonds as.a reserve. As 
banks increase their bond holdings so, too, 
will they increase their influence on the 

(Continued on page 1008) 


Analyzing Bank Income and 


Expenses 


BY CHARLES F. GETTEMY 


Assistant Federal Reserve Agent, Federal Reserve Bank of Boston 


A Schedule Devised With View of Developing a Standard 
Classification of Principal Items of Income and Expenses. 
Results of Study of Comparable Data Collected from 48 New 
No Charges for Rent Made by 27 Banks. 


England Banks. 


HE Federal Reserve Bank of Bos- 

ton for the last six years has made 

an annual study of operating costs 

and earnings of member banks in 
the First Federal Reserve district, based 
upon data transcribed frora periodical re- 
ports filed by the banks with the Comptrol- 
ler of the Currency and with the Federal 
Reserve Board. The published results of these 
studies have been widely commented upon 
and have stimulated a considerable interest 
in the subject. But the expressed desire of 
numerous banks that some of the items as 
reported to the Comptroller be “broken up” 
in greater detail and more clearly defined 
prompted us to devise a schedule with a 
view to its being developed into what might 
ultimately be accepted as a standard classi- 
fication of the principal items of bank in- 
come and expense on which returns might 
be made direct to the Federal Reserve Bank 
and which could be used as a basis for a 
more comprehensive study of the subject. 

The reporting form thus devised and 
sent out to a limited number of member 
banks was purposely made as simple as 
possible, and for that reason the classifica- 
tion of items was made very comprehensive 
and admittedly lacks the detail which large 
city banks with more or less intricate rami- 
fications of organization must require. For 
example, this schedule calls only for aggre- 
gate figures to be reported for the several 
items for an institution as a whole, and 
makes no attempt to provide for a distribu- 
tion according to banking functions such as 
is necessary in order to arrive at functional 
or departmental costs. That is a highly de- 
sirable objective but its accomplishment in- 
volves so many problems that it was deemed 
wise to conduct our experiment first with a 
simple form of Classification such as might 
be expected to have an appeal for the aver- 
age country bank, which after all is in the 
great majority; and then, as experience and 
interest in the subject develops and broad- 
ens, to expand and develop the schedule into 
a form calculated to fit more accurately the 
needs of the larger and more intensively or- 
ganized banks. 

The schedule was not sent to all of the 
member banks in the First District. Let- 
ters merely explanatory of the general pur- 
pose were first sent to 135 member banks 
outside of Boston, but a copy of the sched- 
ule was not transmitted with this first letter 
since it was deemed desirable to ascertain 
how many banks there might be which would 


indicate in advance an interest in the sub- 
ject. The result was that seventy-eight 
banks of the 135 communicated with indi- 
cated a willingness to cooperate and to 
furnish the data called for. But of these, 
again, there were thirty which for one 
reason or another, failed to return their 
schedules by the date on which it was de- 
cided to close the tabulation. We did re- 
ceive forty-eight schedules, which it was 
possible ultimately to tabulate on a uniform 
and comparable basis with respect to all im- 
portant and significant items. 


Taken as Groups 


BVIOUSLY data obtained from a con- 

siderably larger number of banks are 
desirable and would furnish the basis for 
much more representative studies and con- 
clusive deductions, and therefore be of con- 
sidevably greater value to all the banks, 
than can be expected from returns based 
upon only forty-eight banks in a total of 
393 outside of Boston. Moreover, it must 


be appreciated that the real value of such - 


figures to any individual bank consists in 
the relationship of the various items of its 
own income and expense account to the total 
of similar items, not for all the reporting 
banks, but for the group of banks to which 
that bank can properly be assigned in a 
classificaticn of the whole number. Hence 
it is important that reports be obtained from 
a fairly large number of banks in order 
that, when they are subdivided or classified 
into groups, the respective groups wiil not 
be too small for the data to possess signifi- 
cance. 

The question of selecting a proper basis 
for classifying the whole number of report- 
ing banks into groups so that each separate 
bank may be a unit in a group of banks 
with which its own transactions may be 
reasonably and logically compared, and so 
that percentages of important items of in- 
come and expense for an individual bank to 
the same items for the group as a whole, 
may be accepted as possessing some signifi- 
cance and as casting some light on operating 
efficiency, is a problem in itself of no slight 
consequence. Obviously there are several 
methods of grouping or classifying banks 
which might be adopted. There is, for ex- 
ample, the geographical basis. This, it would 
appear, may be dismissed as having little if 
any significance in itself upon income and 
expense relationships. Second, there is the 
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common plan of classifying banks into 
groups according to their size and when we 
think of the mere size of a bank, we usually 
do so in terms of deposits, or resources, 
Another basis of classification, also involv- 
ing the size concept, is in accordance with 
the volume of gross loans and investments. 

But each of these methods of classifica- 
tion is more or less arbitrary and is defective 
in that it throws into each group numerous 
banks doing a varying kind of business and 
therefore having different and non-compara- 
ble kinds of income and expenses. For ex- 
ample, regardless of size or geographical lo- 
cation or character of population in the vi- 
cinity, the percentage of expense to income 
of a bank with heavy interest charges to 
meet but with little or no trust or other 
business, is hardly comparable with that of 
a bank a very considerable portion of 
whose income is derived from trust and 
other services and whose interest expense 
may be relatively small. A comparison of 
operating percentages in such cases might 
cast very little light on comparative results 
of management. Therefore, the kind or 
character of business is the proper and logi- 
cal basis for classifying banks rather than 
size or other considerations, with perhaps 
some modification, such as, for example, the 
segregation in the New England district of 
the Boston from the out-of-town banks, 
not because they may have a larger volume 
of business than the out-of-town banks, but 
because of their different reserve require- 
ments and because their transactions are 
peculiarly influenced by their accessibility to 
a Federal Reserve Bank. In this connection 
it is interesting to note that the difference in 
the percentage relationship between income 
and expense for the smallest bank reporting 
in this study, having deposits of less than a 
million, and that of the largest, with deposits 
of over thirty millions, was negligible. 


The Classification 


_ basis of classification just explained 
was applied experimentally to the forty- 
eight banks reporting to the Federal Reserve 
Bank of Boston income and expenses for 
1926. Of this number, twenty-one fell into 
the group which do practically only a com- 
mercial and savings deposit business while 
twenty-seven derived a substantial income 
from other sources. These two types may 
be described as respectively, non-depart- 
(Continued on page 986) 
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The Corn Borer Steadily Advances 


By C. B. SHERMAN 


Associate Economic Analyst, United States Department of Agriculture 


All Hope of Total Eradication Abandoned, Government and 
State Experts Turn Their Efforts to Holding the Damage Done By 
the Pest toa Minimum. Improved Clean-up Methods and Modi- 
fied Farm Practices Successful. Bankers Can Play Important Part. 


HE nation’s corn crop, which often 

approaches 3,000,000 bushels and is 

usually harvested from about 100,- 

000,000 acres, had a farm value last 
year that exceeded $2,000,000,000. But al- 
though our corn crops are a succession of 
mammoth totals, corn is subject to many 
hazards. And now that the European corn 
borer, the most dangerous enemy of Indian 
corn that has ever appeared in America, has 
passed from the sparse corn areas of New 
England, through New York and Pennsyl- 
vania, and begun its invasion of the great 
Corn Belt, the farmers and the local, state, 
and Federal forces are combining in vigor- 
ous and détermined measures to prevent 
serious and widespread losses to this our 
greatest crop. 

Thus far investigations by the United 
States Department of Agriculture have 
shown conclusively that the total eradica- 
tion of the European corn borer in. this 
country is beyond the realm of possibility, 
but it is believed feasible to reduce the num- 
bers of the borers in any given area to such 
an extent, by improved farm clean-up meth- 
ods and other cultural practices, that the 
damage by the insect can be kept below the 
point of serious commercial loss. Then, 
if good cooperation in observing the regu- 
lations regarding the transportation of quar- 
antined products can be secured from all 
concerned, further spread, although prac- 
tically inevitable, can be reduced to a 
minimum. 

Although a variety of native natural ene- 
mies of the European corn borer, such as 
birds, have been recorded in this country, 
they do not usually attack the pest in any 
important numbers, and from present indi- 
cations cannot be relied ‘upon to hold the 
corn borer in check. 

We have learned to’ live, and at times 
to prosper, under boll weevil conditions and 
with other pests which apparently can be 
controlled but not eradicated; it now be- 
comes our task to learn to live and prosper 
in company with the corn borer. 


Bankers Can Aid 


AS the quarantine rules are now well 
known in the affected areas, and as 
methods of farming successfully under corn 
borer conditions are now being worked out 
and tested, it becomes a matter of educa- 
tion and leadership to obtain whole-hearted 
adherence to the rules and methods thus 
laid down. In this the bankers of the in- 
fested areas, and of those areas which are 


AREA INFESTED BY 
EUROPEAN CORN BORER 
EASTERN CORN BELT 


rea under quarantine 


Townships found infested 
scouting season of 1927 


The borer is spreading rather rapidly 
to the West and South, but commer- 
cial damage has thus far been limited 
to a few areas near the Great Lakes 


liable to invasion, can and doubtless will be 
of great aid. They are in a position to 
advise, and at times even to insist, on meth- 
ods that will save the corn crop to their 
farmer clients. and to their communities, 
even though these methods may require 
some extra expense, some extra work, and 
a considerable exercise of patience. They 
can also help the farmers plan for the nec- 
essary extra work at the time when it least 
interferes with other farm operations. 

On most farms in the areas of the Corn 
Belt that are already infested, corn is the 
most important cultivated crop in the rota- 
tion, and is a primary source of feed for 
the livestock enterprise. Moreover, the 
borer is only beginning to reach the areas 
of heavy corn production. The problems 
of adjusting farming practices to corn borer 
conditions obviously. will be more serious 
as the infestation spreads and increases to 
the West and Southwest. 

The farmer’s problems vary with the 
degree of infestation and with farming prac- 
tices in different localities. In some regions 
the advent of the borer will not require 
great changes in systems of culture. For 
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example, in northeastern Ohio and eastern 
Michigan, where the acreage of corn per 
farm is relatively small, or where a large 
proportion is put into silos or shredded, the 
problem of borer control is simplified, and 
the principal precaution is the cutting of 
stalks close to the ground so that the borers 
will be killed either by the knives of the 
cutting machine or by the acid that forms 
in the silo. 


A Different Situation 


T the opposite extreme are localities 
where much of the corn is “hogged 
down,” leaving most of the stalks’ broken 
and scattered in every direction. This makes 
it difficult to break or cut all of them loose 
for raking or burning, also difficult to plow 
them under. In some areas, such as north- 
western Ohio, the soil is not -suitable for 
deep spring plowing of corn stubble or stalk 
ground, because that means a poor seed bed 
and a reduced yield of grain. In much of 
this area, too, the small grains (wheat, 
barley, and oats) are relatively unprofitable, 
and corn is the main crop. Here the usual 
practice is to follow corn with double disk- 
ing of the ground for small grain. 

Last year experience indicated that if the 
borer was to be controlled under such cir- 
cumstances, the stalk breaking, raking, and 
burning would require more than four hours 
man labor and nearly four and a half horse 
hours per acre. On farms with large acre- 
ages of corn, this would prove a serious 
expense. The offset in this case is that 
much of the stalk clearing can be done 
during the late fall and winter and not in 
the rush season of spring. 

When the corn is cut and the whole stalks 
are fed in the feed lot, the stalk remain- 
ders must be disposed of completely. The 
department believes that this practice can 
be modified to advantage on some farms 
by shredding more of the corn or putting it 
in silos. 

In localities in which corn land can be 
plowed either in the spring or fall, infesta- 
tion can be kept down to a degree where 
it is not likely to require serious modifica- 
tions of existing methods by practicing low 
cutting, by deep and thorough plowing that 
covers the stubble, and by wise disposal of 
the stalks as roughage. ; 

As the time of the year when corn borer 
clean-up operations may be performed to 
best advantage is almost as important to 
farmers as is the amount of this work to 


(Continued on page 1007) 
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Our International Payments 


By GEORGE E. ANDERSON 


The Turnover Last Year Was $18,200,000,000. Movements In- 
dicated by the Principal Items Show Increased Net Export 
Trade, Increased American Wealth Accumulated Abroad. Ex- 
penditures of American Tourists Mount Up to $738,000,000. 


HE review of “The Balance of In- 

ternational Payments of the United 

States in 1926,” published by the 

Department of Commerce a year 
ago was the first adequate picture the peo- 
ple of the United States have ever had of 
their financial transactions with other peo- 
ples which, as stated in these columns at the 
time, largely constitute “a review of Amer- 
ican national life, a record of the nation’s 
social activities, a reflection of many national 
habits and customs and in some degree a 
measure of our international policies and 
politics.” 

The review of the balance of payments 
for 1927 just issued is by the same writer, 
Mr. R. E. Hall, assistant chief of the Fi- 
nance and Investment Division of the Bu- 
reau of Foreign and Domestic Commerce of 
the Department of Commerce. 

The review is not only highly interesting 
and instructive but it is also tremendously 
important. As Doctor Julius Klein, director 
of the Bureau of Foreign and Domestic 
Commerce, says in his introduction: “Our 
international turnover last year, as herein 
recorded, was approximately $18,200,000,- 
000. . . . Last year we sold to customers 
abroad about $4,500,000,000 worth of com- 
modities. The aggregate profit and the pro- 
ductive employment created by those sales 
are among the very bases of our national 
welfare. In accordance with sound business 
practice we should spare no pains in analyz- 
ing the means whereby our customers abroad 
acquired the exchange with which they paid 
us for their purchases.” 


Movements in Our Favor 


T is in keeping with general expectations 

perhaps that this year’s review shows a 
considerable increase in the volume of 
transactions over those shown in the previ- 
ous year and perhaps it is only logical that 
the chief, or at least the most striking, 
increases should be in those items which 
reflect the increasing activities of the Amer- 
ican people along lines already clearly de- 
fined. The total exports of all items, visi- 
ble and invisible, in 1927 amounted to 
$9,115,000,000, as compared with $8,713,- 
000,000 in 1926, while the total of imports 
in 1927 amounted to $9,121,000,000 as com- 
pared with $8,899,000,000 in 1926. With the 
increased volume of transactions thus indi- 
cated there is also the assurance that on 
the whole the movements indicated by the 
principal items have been in favor of the 
United States in that they show increased 
net export trade, increased American wealth 
accumulated abroad, increased hold of 
American finance upon the finances of the 


world. The excess of exports of merchan- 
dise over imports in 1927 amounted to $680,- 
000,000 as compared with $378,000,000 in 
1926. The purchase of foreign securities 
publicly offered in the United States in- 
creased from $1,305,000,000 to $1,558,000,- 
000, our net “export of capital” in 1927 
amounting to $671,000,000 as compared with 
$604,000,000 in 1926. The expenditures of 
American tourists abroad, including those in 
Canada and Mexico, increased from $709,- 
000;000 to $770,000,000. Interest received by 
Americans from long term investments 
abroad increased from $678,000,000 to $738,- 
000,000. Immigrant remittances decreased 
from $253,000,000 to $241,000,000. Charita- 
ble and missionary expenditures decreased 
from $46,000,000 to $43,000,000. 

While most of the items in the various 
schedules show increasing American finan- 
cial strength, indications of increasing 
strength and greater financial _ stability 
abroad are not lacking. Aside from the 
shipments of gold abroad which commenced 
in the closing months of 1927 and which 
have been so marked a feature of the na- 
tion’s international financial transactions so 
far during the current year, an examination 
of the detailed items in the movement of 
private long term capital indicates an in- 
creasing power in other nations to partici- 
pate in American financing. 


Net Increase in Our 
Investments Abroad 


wr. as above indicated, the public 
offerings of foreign securities in the 
United States in 1927 amounted to $1,558,- 
000,000 (at par value) as compared with 
$1,305,000,000 in 1926—an increase of $253,- 
000,000—the net increase in American in- 


vestments abroad was only $67,000,000. 
Sinking fund payments by foreigners in- 
creased by $32,000,000 between the two 
years. Foreign stocks and bonds resold to 
foreigners increased from $286,000,000 to 
$412,000,000—a net loss of $126,000,000. 
American stocks and bonds sold to foreign- 
ers increased from $636,000,000 to $891,- 
000,000—an increase of $255,000,000. Amer- 
ican stocks and bonds bought back from 
foreigners increased from $509,000,000 to 
$639,000,000—an increase of $130,000,000. 

In this ebb and flow of securities between 
countries the increasing disposition of the 
people of other countries to invest in the 
United States is quite manifest. Canada 
bought considerably more of these American 
securities than all the rest of the world 
combined. The total aggregate market 
value of American securities held by Amer- 
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ican banks for account of foreigners as re- 
ported by banks in response to a question- 
naire is $2,212,000,000. This figure is “the 
largest figure on foreign investments in this 
country obtained in recent years except by 
estimate” and is particularly interesting and 
important as a basis for the Government's 
estimate of the total value of foreign in- 
vestments in the United States. Such se- 
curity holdings reported by the same banks 
at the close of 1926 amounted to $1,796,- 
000,000. 

The review indicates that there is prob- 
ably an American equity in a considerable 
portion of the American securities held in 
the United States for account of foreigners. 
This also may be true of foreign securities 
held abroad for account of American in- 
vestors. On the whole these equities are 
not sufficiently large to materially affect the 
proportionate investments of American and 
foreign capital. The review also shows that 
in the ceaseless movement’ of securities to 
and from the United States foreigners sup- 
plied our money market in 1927 with $503,- 
000,000 to offset our enormous gross “ex- 
port of capital,” this sum being almost 
equally divided between new investments in 
American securities and the repurchase of 
foreign securities. American securities have 
been placed in large amounts, particularly in 
Great Britain, The Netherlands, and Can- 
ada, with France, Germany, Switzerland, 
and Sweden also heavy buyers. 


Banking Accounts 
Uncertain 


HROUGH errors and misunderstanding 

it has been found impossible to include 
in this year’s review a statement of interna- 
tional banking accounts. In the review for 
1926 an item of $359,000,000 was reported 
as net deposits in American banks or short 
term funds owned by foreigners. The re- 
turns from the questionnaire showed an in- 
crease of over a billion dollars in such 
American debits, an increase far too great 
to be reconciled with known facts, particu- 
larly the considerable net export of gold in 
the closing months of 1927 and the known 
transfer of short term funds to Europe 
when there was a shortage of money there 
and rather unusual easy money conditions in 
the United States. This item in the annual 
review is of such importance that it is to be 
hoped that international bankers in this 
country will be able to give more effective 
cooperation with the government in this 
matter in the future. Statistics covering 
the import and export of American currency 

(Continued on page 1015) 
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Diary of a Trust Officer 


All the Promoter Wanted Was the Use of Our Name. 


With 


that He Thought He Could Make a Fortune Out of Wildcat 


Acreage. 


Foresight; in. the Other Neglect. 


May 1 


REPLICA of “J. Rufus Walling- 
ford” breezed into our office this 
morning. He had taken options 
on a large block of wildcat acreage 

and he proposed to organize a company to 
develop it. He was not going to incorporate 
his company, but he was going to develop 
it on the “unit-plan” basis; that is—he de- 
sired to transfer these leases to his trustee 
and have the trustee issue units to be sold 
to the public. 

Just how many units he intended to issue 
was uncertain. According to his plans it 
might have run into several millions before 
he got through with it. All he wanted us 
to do was to lend him our name as trustee 
of this proposition. He frankly admitted 
that if we would consent to act as trustee 
that he would have no trouble at all in put- 
ting the proposition over to the public. The 
breezy visitor had unbounded faith in the 
idea that oceans of oil were underlying his 
oil leases and that all he had to do was to 
get the money from the public to drill these 
wells deep enough and tap this unlimited 
supply, thereby making everyone rich who 
invested in his proposition. In all my ex- 
perience as a trust officer I have never seen 
anyone who seemed to have more confi- 
dence in a wildcat scheme than this well 
dressed, smooth-talking, suave young man 
seemed to have in the one he was promoting. 
It did not seem to dampen his spirits when 
we frankly told him that under no circum- 
stances would we permit our name to be 
used in an enterprise of this kind, and that 
it would be business suicide for a responsi- 
ble trust company to act as trustee in a 
proposition such as he presented. Un- 
doubtedly he had presented this matter to 
other companies and had been turned down, 
and no doubt he is still going. If some un- 
suspecting trust officer is not awake to his 
responsibilities this promoter will induce him 
to participate in an enterprise of this kind, 
and if he does, the Federal government and 
a flock of receivers will undoubtedly have a 
job on their hands. 


Two Pictures 


May 2 


RS. WALTERS passed on about ten 

years ago, leaving an estate in her own 
right of approximately $25,000. Little Billie 
was about eleven years old and Nancy Ann 
about eight when their mother died. Mrs. 
Walters, having acquired this estate through 
inheritance, provided that the entire estate 
should be held in trust for her two children 
until they became of age. Meanwhile the 
income was to accumulate and then it was 
to be paid to Billie and Nancy Ann, one- 
fifth every year, for a period of five years. 


Two Contrasting Pictures of Wards. 


Mr. Walters assumed the responsibility 
of the maintenance, education and care of 
the children during their minority. But 
financial reverses overtook the father about 
two years ago, and it became necessary for 
the trust company to finance Billie and 
Nancy Ann through the last two years of 
their college life. After they returned from 
school last year we began to make distribu- 
tion to them. We received a letter from 
Nancy Ann this morning. She was bub- 
bling over with enthusiasm about her past 
year’s work, and was confiding her plans 
for the summer. She contemplates a trip 
to old Mexico for the purpose of study an‘ 
recreation. Billie expects to improve his 
time by working—preferably in some out- 
door activity and we are trying to assist him 
in finding employment that will be to his 
liking. 

Without the trust fund established by 
their mother over ten years ago a college 
education for Billie and Nancy Ann would 
have been impossible and the other side of 
this picture was forceably called to our at- 
tention today. One of our wards, a girl 
about seventeen years, was left an orphan. 
Her parents had neglected to provide an 
educational fund for her. The father died 
when she was about 11 years old, and after 
his estate was closed there was less than 
$1,000 left to take care of this little girl. 
She has no relatives who are in a position 
to help her financially, and she has been 
having a hard struggle in making the grade, 
although some assistance has been given to 
her during this time. She just telephoned 
us that she had obtained a position that will 
pay her $5 a week, which will help to meet 
her expenses while she is attending a com- 
mercial college and preparing to earn her 
own living. We knew this father, and we 
know that he could have provided for this 
girl with a life insurance educational trust 
fund. 


The Husband Managed 


May 3 

two years ago Mrs. Bristow re- 

ceived her distributive portion of her 
father’s estate, which amounted to some- 
thing over $150,000. At that time she was 
unmarried—had always lived at home with 
her family, and had never had a care or 
responsibility in her life, but after receiving 
her inheritance she married. 

Although the man she married never had 
been successful in his own endeavors, he 
immediately assumed the responsibility of 
managing his wife’s property. She placed 
absolute confidence in his ability to manage 
her financial affairs successfully, and gave 
him practically unlimited authority. It soon 
developed that his judgment was bad, and 
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In One Parental 
Husband Manages Estate. 


some surviving members of the family even 
questioned his good faith and integrity. This 
naturally caused a family breach and for 
the greater part of the past year Mrs. Bris- 
tow and her mother and sisters have hardly 
been on speaking terms, much less having 
cordial family relationships. 

After her marriage Mrs. Bristow practi- 
cally discontinued the services of the trust 
company and rarely consulted us regarding 
any of her business activities, relying solely 
and implicitly upon her husband’s judgment 
and advice. Recently she came to us and 
told us that because during the past two 
years her estate had decreased about $50,000, 
due to poor investments and other expendi- 
tures made on the advice of her husband, 
she had decided to protect the remainder of 
her inheritance by creating a trust for her 
own benefit. This she did by placing with 
the trust company all the remainder of her 
property amounting to approximately $100,. 
000. Mrs. Bristow advised. us that she had 
talked this matter over with her husband 
and had come to a definite understanding 
with him in regard to her property rights 
and that in the future her financial affairs 
would be handled through the trust com- 
pany. In the talk we had with Mr. Bristow 
today we believe that he, too, is satisfied 
with this arrangement as he realizes the 
many mistakes that he has made,:and is 
manifesting the proper spirit of cooperation 
with our organization. 


She Refers Them To Us 


May 4 

WE have been handling Miss Sullivan’s 

affairs for several years. A great por- 
tion of her life has been spent in the Gov- 
ernment service at Washington. Partly 
through a lifetime of savings and partly 
through an inheritance that she received 
from some of her relatives she had accumu- 
lated considerable real estate holdings in 
our city. As the town grew larger these 
holdings became more valuable until today 
they are very valuable. On account of her 
advancing age—she is over seventy now— 
Miss Sullivan went to live with a sister. 
Before doing so, by a power of attorney, 
she constituted our company as her agent 
with full authority to handle her property. 
During the last few years she has been an 
invalid. One of our trust officers has vis- 
ited her on different occasions in order to 
look after her welfare and to give her an 
accounting of her agency account. 

On numerous occasions designing people 
have endeavored to inveigle Miss Sullivan 
into deals and contracts that would have 
involved her either in financial difficulties or 
losses, but she at all times uses our com- 
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The National Debt and Federal 


Reserve Operations 


By H. E. SARGENT 


Washington Thinks That One of the Points of Chief Interest 
to Legislators Next Year Will Be the System’s Ability to Curb 


Speculative Trends Promptly. 


Do the Policies of the Treasury 


Department and the Reserve System Conflict ? Wash Sales Effect. 


ECORD breaking activity on the 

New York Stock Exchange has 

challenged the effectiveness of the 

‘Federal Reserve machinery for 

controlling the credit situation of the coun- 

try. The time is soon coming when the 

effectiveness of Federal Reserve credit con- 

trol practices will be weighed in the bal- 
ance against their accomplishments. 

No matter what the future cost of stock 
market activity may be, or the trend of 
money and credit conditions during the sum- 
mer, the fact remains that the Federal Re- 
serve System tried for more than six months 
to put a check upon the volume of market 
operations, and that much time had elapsed 
before any signs of appreciably tighter 
money became evident. Next year the big 
business legislation before Congress will be 
the revision, or rather the modernization, of 
the Federal Reserve Act. The measure of 
the Federal Reserve System’s ability to cope 
with periods of widespread stock market 
operations, or, to put it bluntly, to curb 
speculative trends will be one of the points 
of chief interest to the Federal legislators. 


Congress May Decide 


O far the Federal Reserve System has 

insisted upon its ability to control, at 
least temporarily, credit conditions through- 
out the country. Proposals in Congress for 
new legislation designed to provide arbi- 
trary checks against the use of Federal 
Reserve credit for speculative purposes, that 
is, for financing stock market activities have 
been opposed by the Federal Reserve au- 
thorities. By next winter, presumably, con- 
ditions in the money market will have 
changed from those obtaining during re- 
cent months. But the big fact for Con- 
gress to decide will be whether the Federal 
Reserve System can exercise a control over 
the volume of credit going into the stock 
market with sufficient promptness to render 
restrictive legislation unnecessary. 

Last summer cheap money in the United 
States was brought about with very little 
difficulty. To aid foreign central banks of 
issue over an embarrassing period, the Fed- 
eral Reserve banks in this country pushed 
down their discount rates. Cheap money 
followed immediately, but not only were the 
international exchanges relieved of pressure, 
but the supply of money available for the 
call market became more and more abun- 
dant. Consequently, the volume of brokers’ 
loans outstanding began to grow week by 


week until the unprecedented total of 
$4,500,000 was reached in May. 
Meanwhile, the Federal Reserve System 
since November had been attempting to re- 
verse the process of the previous summer 
and bring about tighter money in this coun- 


try. During the summer the Federal Re- 


. serve banks had been offsetting gold exports 


by the purchase of government securities in 
the open market, with the result that to the 
extent that gold left the country, or was 
earmarked, which is the same thing, its 
equivalent in funds was replaced in the mar- 
ket. Beginning with November, this prac- 
tice of offsetting the outward gold move- 
ment was abandoned. In January the first 
upward revision of discount rates was un- 
dertaken. By the end of May a second up- 
ward adjustment of discount rates to a new 
level of 4% per cent had been almost com- 
pleted. Starting around the new year, the 
Federal Reserve System began the sale of 
government securities which reduced its 
total holdings by some $400,000,000, this 
policy having the purpose of reducing the 
visible supply of funds in the open market 
by that amount. 


How Long Should It Take? 


HUS, something like $250,000,000 of 

gold exports were allowed to leave the 
country without being offset. The open 
market operations of the Federal Reserve 
System were utilized to their fullest extent, 
and discount rates were twice increased be- 
fore there were any signs of actually tighter 
money. Meanwhile the stock market had 
steadily expanded to higher and_ higher 
levels, while brokers’ loans had mounted un- 
checked. Regardless of the outcome of the 
situation, the important question is whether 
the Federal Reserve System should be un- 
able to control credit conditions for as long 
as six months, or, to put it another way, 
whether it should take the system half a 
year to make any impression upon the money 
market. 

When this problem is attacked seriously 
by Congress there will come to light an 
apparent conflict between Treasury policies 
on the one hand and Federal Reserve prac- 
tices on the other. There is a serious ques- 
tion as to whether the policy of the Treas- 
ury calling for large annual reductions in 
the public debt does not render impotent the 
power of the Federal Reserve System over 
the money market through its open market 
machinery. 


950 


Looking at this situation in its simplest 
form may be somewhat misleading as to the 
actual effect of Treasury policies upon [ed- 
eral Reserve practices, but the idea is 
easiest conveyed in this fashion. For the 
past eight years the Treasury has been 
reducing the public debt on the average of 
nearly one billion dollars a year. With: the 
utilization of the entire surplus in the latest 
tax legislation of Congress, the theory is 
that there will no longer be heavy annual 
surpluses to swell the amount of debt re- 
duction. Nevertheless, because of the steady 
increase in the sinking fund, the average 
expenditures for public debt retirement out 
of fixed charges over the next few years 
will be something like $700,000,000. 

Therefore, each year there will be about 
$700,000,000 of funds released which must 
find some place of investment. When the 
Federal Reserve System is engaged through 
its open market operations in easing money 
conditions, public debt retirement offers no 
obstacle. But when the reserve system seeks 
to tighten money by the sale of securities, 
it would seem that its operations would be 
offset by the $700,000,000 of debt retirement 
made over the course of a year by the 
Treasury. It would seem that while the 
Reserve system, on the one hand, was try- 
ing to take money out of the market, the 
Treasury, on the other, was adding to the 
supply of available funds. 


Is Public Debt Retirement a 
Wash Transaction? 


UST how much the debt retirement policy 
J of the Treasury is a factor in the abun- 
dance of money in this country is a de- 
batable point. To what extent it interferes 
with open market operations of the Federal 
Reserve System is a highly controversial 
point. Some assert that since there are 
no longer any substantial number of Liberty 
Bond holders, nor any longer any small tax- 
payers, that therefore, when the Treasury 
retires public debt, it merely turns back to 
the large Liberty Bond holders the money 
it took from them in taxes on the higher 
incomes. Under this theory public debt re- 
tirement is a wash transaction so far as any 
effect upon credit conditions are concerned. 

But it is wholly inexact to say that only 
the large incomes now pay taxes. There 
is still an army of what are at least smaller 
taxpayers. To the extent that money col- 
lected as income taxes from these taxpay- 

(Continued on page 1017) 
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There 1s Profit and Protection 
in a Thorough Classification of 
‘Local Loans and Discounts” 


BONDS TO FIT 


and in most cases its chief earning assets, need the balance of a 
flexible secondary reserve if both service and earning power are to be safe- 
guarded. If funds lie idle, waiting for local demands, or if credit is ex- 


OCAL loans, representing the bank’s chief service to its community, 


tended beyond normal limits or concentrated in loans of any one type or 
size, the bank either suffers loss of profit or endangers its position. 

Between assets too liquid or else “frozen,” there is a happy medium 
in a well constructed bond account. An analysis of local loans and dis- 
counts will reveal much valuable data upon which to establish a sound 
loaning policy and a sound investment policy. 

For instance, what is the total amount of local loans outstanding? In 
what amounts are the greatest number found? What size is the average 
loan? Is there marked fluctuation in borrowing demands? If local loans 
show peaks or depressions at regular seasons, bonds selected for timely 
maturities and marketability will provide a proper balance. Should loans 
be limited largely to certain industries or activity, flexibility and strength 
will be added to the reserve structure by selecting bonds from different 
and diverse fields. 

If you care to discuss with us the problem presented by your secondary 
reserve, we shall be glad to help you make a thorough analysis and to give 
you, without obligation, the benefit of our experience. 


Every Thursday Evening, HALSEY, STUART & CO. Radio Programs 


combine musical entertainment of distinguished character with interesting discussions on the subject of sound investment 
8:0) P. M. Central Standard Time - 9:00 P. M. Eastern Standard Time 


over the Red Network and associated stations 


HALSEY, STUART & CO. 


INCORPORATED 
CHICAGO 201 South La Salle Street NEW YORK 35 Wall Street PHILADELPHIA 111 South Fifteenth Street 
DETROIT 601 Griswold Street CLEVELAND 925 Euclid Avenue ST.LOUIS 319 North Fourth Street BOSTON 85 Dewonshire Street 


PITTSBURGH 307 Fifth Avenue MILWAUKEE 425 East Water Street MINNEAPOLIS 608 Second Avenue, S. 
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| LAKE ERIE SAVINGS BANK 


Sandusky, Ohio SANDUSKY 92- 
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There Is No Safer Check 
Than One Personalized on 
The Smooth Surface Tint of 


(Rec. U. S. Patent OFFICE) . 
OF course you can achieve 


added distinction and in- 


OT only maximum of Safety, but the finest ad- dividuality by having your 
vertising any bank can have is found in a check own —~- a . 

—lithographed or printed in two tones in one - if pa a 


impression—on Wroe Nonalterable Bond—Tinted. 


As to Safety—it sets up more barriers for the crook 
than do most other safety papers. (See Safety Fea- 
tures at Right.) As to Personality—your Symbol of 
Service can be brought out—clearly and unmistakably 
—just where you want it—on the solid color of Wroe 


Nonalterable Bond—Tinted. 


More Safety—more dignity—more advertising value 
—for less money. 


Ask your lithographer or printer to show you checks a ot 


on this Superlative Safety Paper. able Bond is not 
obviously safety paper. When 

the crook tries to alter a 

W E W ROE Na CO check, he wrecks the job be- 

° ° - fore he knows what he is up 

(Producers of Construction Bond) against. See _ illustration 


22 West Monroe St., Chicago above. 


Bond and Ledger Papers for Every Banking Use 


When writing to advertisers please mention the American Bankers Association Journal 
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Investing the Other 25 Billions 


By HARLAND H. ALLEN 


Nearly Half of the $50,000,000,000 Deposited in the Nation’s 
Banks Is Available for Investment on a Safe, Liquid and Paying 
Basis. Part Being Used Indirectly for Margin Speculation, an 
Unwise Practice. Conservative Corporation Banks a Solution. 


N round numbers $50,000,000,000 is the 

grand total of individual deposits now 

in banks of the United States. Some- 

thing over half of these deposits—in 
recent years it has been an ever diminishing 
half—is loaned back to customers under the 
general classification of “commercial loans 
and discounts.” 

The making of these short term loans to 
commerce and industry has long been re- 
garded as a dominant characteristic of mod- 
ern banking. It has constituted the principal 
source of banking profits. The American 
commercial bank has been, in fact, for many 
years, essentially a financial clearinghouse 
where members of the business community 
kept their working capital for checking pur- 
poses, deposited surplus funds as they had 
them, and borrowed the funds of others 
through the bank when they were short. 

3y and large, credit needs of American 
business communities long tended to balance 
the money surpluses, thus furnishing a local 
market for the bankers through which they 
could keep the greater part of their de- 
posited moneys earning interest. The legal 
reserves were, of course, largely invested in 
government bonds. 


A Change Under Way 


BU the situation has been undergoing a 


radical change recently. Industry has 
grown up and new credit habits have devel- 
oped. Large industrial and commercial con- 
cerns with long records of:successful opera- 
tion have learned that they can now borrow 
on their own names and credit without the 
intermediacy of commercial bankers. In- 
creasing numbers of the business community 
—the bank’s former clients for credit—have 
learned to sell their long term securities di- 
rect to the people. 

And still more lately, as general business 
conditions have become increasingly stabil- 
ized, these concerns have realized that they 
can better foresee what were formerly their 
short-term credit needs, and so they arrange 
to take care of much of these needs on a 
long term basis. The result, of course, is 
that they borrow relatively less and less 
money at the commercial bank. 

This development alone would tend to 
make a problem for the banks in placing a 
substantial part of their deposited moneys. 
But, as if to complicate the matter further 
just now, the long campaigns which have 
been carried on to educate the general pub- 
lic in saving money and keeping it on time 
deposit have begun to bear fruit in large 
measure. During these same years the banks 
have also succeeded in teaching most of the 
community to keep current funds in the 


bank on a checking basis. Hence money is 
now flowing into banks in volume such as 
never before and this just at a time when 
commercial banks are beginning to lose much 
of their market for short term credit. 


Many Billions Idle 


— more than $50,000,000,000 on de- 
posit in United States banks there is 
now $14,000,000,000 which is not loaned at 
all. Add to this the $4,000,000,000 which 
has lately been the volume of “loans to 
brokers” through New York “Member 
Banks” alone, and the estimated $6,000,000,- 
000 which, as “loans on securities” in various 
parts of the country, constitutes another vast 
item of essentially non-commercial credits of 
the commercial banking system, and the total 
reaches to approximately one-half of the 
gross bank deposits of the country. 

These figures are cited to show that not 
only the excess of deposits above loans, but 
the increasing percentage of actual bank 
loans which find their way into speculation 
and the consequent over-inflation of capital 
values constitute an increasingly pressing 
problem of American commercial banking: 
What shall be done with the other half of 
$50,000,000,000 of deposits? 

We know, of course, that there has been 
a great deal of hesitancy among conserva- 
tive and socially responsible bankers about 
extending this phase of their business so 
radically. The long continued bull stock 
market has been disturbing the complacency 
of American bankers for many months. It 
has more recently become a matter of seri- 
ous concern to business men in general. The 
Federal Reserve Board has been contending 
with it. It has ordered government securi- 
ties sold into the money market in large 
volume on several occasions, but without 
much effect. Rediscount rates at the Fed- 
eral Reserve banks have been raised in an 
obvious effort to curtail the supply of money 
available for speculation and to put the spec- 
ulative market on a more rational basis—a 
basis more consistent with business condi- 
tions as they are. But, still the speculative 
market is far from calm. 

However, there are at least two important 
rational elements in the present bull market. 
One is that many of the industrial security 
leaders in that market—through consolida- 
tions and other recently gained advantages 
and prospects—have taken on great new 
possibilities. There is rationality in feeling 
bullish about such concerns, and while such 
developments are going on. On the other 
hand, so long as the banks of the country 
are willing and able to furnish the money 
for margin speculation in such a market it 
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seems rational to the speculative mind to 
take advantage of it. In fact, that there is 
a much closer relationship between the long 
rise we have experienced in the speculative 
market and in the volume of bank loans 
available for speculation purposes than has 
heretofore been conceded. 

If one charts the rise in the stock market 
prices over the last four or five years, and 
with it the rise in volume of brokers’ loans 
from banks of the country, a striking par- 
allel can be seen. 


Good Judgment and Facts 


OWEVER, is it not to be expected that 

the stock market operators will con- 
tinue to bull the market as long as there is 
plenty of money to do it with, and optimism 
prevails regarding leading industrial con- 
cerns whose securities are listed? But are 
we also to assume that banks will continue 
to furnish this money on call as long as 
their volume of deposits exceeds the local 
demand for short term commercial loans? 

Take this last question apart from the 
present situaticn and almost anyone who is 
experienced with the traditional conservatism 
of American banking would answer, “No.” 
But the facts of recent financial history 
answer otherwise. 

It is reassuring, however, to discover that 
there is a trend, in one important banking 
section, against further credit expansion of 
this sort. Analyze the loans to brokers made 
through New York during the last four 
years and you will find that although the 
grand total shoots up in a most disconcert- 
ing way, the loans made by New York banks 
on their own account did not rise substan- 
tially through all that period, until late in 
1927, and they are now headed downward 
again. Clearly, then, the primary source for 
the immense expansion in brokers’ loans is 
now, and has been, from correspondent 
banks out over the country—banks which are 
less conversant with the speculative facts of 
the situation. 

We have no assurance whether this 
changed attitude on the part of the New 
York banks in loaning their own funds is 
chiefly caused by timidity regarding the in- 
flation in present security prices, or if it 
grows out of a more positive program em- 
bracing some new policy in bank reserves. 
A close study of this brokers’ loan situation 
might prove very enlightening to the bank- 
ing system outside of New York. It might 
effect a very radical retrenchment in the 
volume of funds which are being dispatched 
to the speculative market. 

This should be done, and if the methods 
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What Chicago Learned from Its 
Trade Census 


BY CLARK R. PACE 


One Retail Establishment to Every Seventy-Four Persons. 9525 
Stores Have Annual Gross Sales of Less Than $5,000. The 
Average Annual Sales Per Employee in Contrast With the Aver- 
age Salary. Rate of Turnover. Five Billions in Wholesale Trade. 


HE census of the wholesale and re- 

tail trade of Chicago has placed at 

the disposal of bankers new and 

valuable credit information. In the 
past investigation and information has 
largely centered about the man and the busi- 
ness; now the census throws light on the 
field and the chance the business has in any 
particular field. 

The: outcome of this scrutiny of mer- 
chandising by bankers has already led to 
greater caution in making sizable loans to 
many of the classes of jobbers and mer- 
chants covered in the survey. 

This statistical treatise was compiled by 
the United States Bureau of the Census with 
the cooperation of two committees of the 
Chicago Association of Commerce—those on 
Domestic and Foreign Commerce and on 
Business Research. Consequently the Cen- 
sus of Distribution has found a place not 
only with corporation executives and stu- 
dents of costs in relation to sales, but with 
bankers and credit men throughout the Chi- 
cago district as well. 

The revelation of the survey that has at- 
tracted most attention is that Chicago has 
one retail establishment to every seventy- 
four persons. This was regarded with con- 
cern until it was noted that the other cities 
that compiled similar studies at the time 
that Chicago’s was being made, reported an 
even less favorable ratio. 

Bankers, however, have been one jump 
ahead of the survey on that point. There 
has been a notable apathy on the part of the 
mortgage divisions of banks, and particularly 
the larger institutions, toward loans on one- 
story store buildings. 


Too Many Retail Stores 


HE reaction of the heads of most such 

departments toward such a loan is very 
probably discouraging to many enterprising 
builders. In most instances the answer to a 
request for this type of credit would be: 
“There already are too many such structures 
in Chicago and we hardly care to encourage 
further building of that character.” 

This conclusion in the past has been based 
largely on experience with such loans but 
it now is verified in detailed and carefully 
compiled statistics. Not only are retail 
stores too numerous but, as might be ex- 
pected from that fact, they are also doing 
a very small business in a surprising number 
of instances. Of the 41,224 retail establish- 


ments covered by the report, 9525 have an 
annual gross of less than $5,000 and an ad- 
ditional 6044 fall below the $10,000 mark. 

If each of the seventy-four persons 
patronized his community stores, the yearly 
income of the smaller establishments would 
be materially improved but the number of 
shops that have a small turnover bears wit- 
ness to the extent to which the department 
stores cut down the average. The result is 
that there is little in the way of profit left 
over for the store owner when the year is 
out, especially if he has salaries to meet in 
addition to inventory costs and rent. That 
is the secret of the poor loan value of one- 
story store buildings. 

Devised as it is, to uncover both the 
alarming and satisfactory features of the 
merchandising situation, the census throws 
light on many situations. There is the re- 
lation of salaries to sales. 

This is primarily of interest to the retailer 
and was not designed to meet a banking 
need. Nevertheless, if a retailer finds that 
too great a proportion of his gross income 
is eaten up in salaries paid to salesmen, the 
banker is. now provided with the same in- 
formation upon which to base his conclusion 
on any given type of store as a credit risk. 

For example, the average annual sales per 
employee in the merchandising of foods is 
$6,860. Against that figure is an average 
salary per employee of $1,171 or 14 per 
cent of the gross business done by each in- 
dividual over the course of a year. It may 
then be logical to assume that these average 
figures represent a sound situation and any 
food store measuring up to that require- 
ment may reasonably be expected to meet its 
obligations. On the other hand, if the ratios 
seem to fall below the mean figures, further 
information on the account before a loan is 
made would not be amiss. 

But to make the problem more simple, 
the census divides this “food” classification 
into nine subdivisions, including bakeries, 
cigars and tobacco, confectionery, dairy and 
poultry products, fruits and vegetables, gro- 
ceries and delicatessen, meats and poultry, 
fish and other fresh sea foods, and res- 
taurants. 


High Cost of Merchandising 
Staples 


URPRISING as it may seem, some of 
the most staple foods, such as bakery 
and dairy products, are merchandised at such 
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a high expense in Chicago as to make loans 
to bakeries and dairies a subject worthy of 
most careful consideration. On both milk 
and bread the costs involved in the sale of 
the products comes to approximately 50 per 
cent of the selling price. 

This has come as an even greater shock to 
those who regard merchandising of milk 
and bread as a business to which profits 
should accrue most naturally and readily, 
especially as these products are handled to 
a large extent by big units which might be 
expected to keep costs, and particularly sales 
costs, down to a reasonable figure. 

This has caused more than one bank to 
scrutinize carefully its loans to such con- 
cerns. It also has provided a valid explana 
tion to some otherwise rather inexplicable 
failures in both fields in recent months. 

Another set of figures, of vital importance 
in any line of business, which is made public 
in the survey is that on inventory turnover. 
Here again, as in the case of total sales an 
volume per employee, the statistics are com 
piled for various groups such as foods and 
then subdivided to give insight into the many 
classifications doing business under the 
twenty-two general headings. 

From these data on inventory turnover may 
be drawn a few kinder words for the bak- 
ery products and dairy lines which suffer 
from the comparison based on sales costs. 
It will be found that the most rapid turn 
over for any type of merchandise included 
in the list is in the dairy products line. Here 
the average is 126.5 times a year. The on'y 
other item that even approaches that figure 
is ice with an inventory turnover 109.4 
times a year. The bakeries turnover aver- 
age 25.6 times. 

Yet these inventory figures do not carry 
sufficient weight to offset the abnormal sales 
expense in these lines. The turnover is 
rapid because of the nature of the business. 
Milk sales are naturally a once a day busi- 
ness with a new stock of merchandise on 
hand every morning. The turnover is only 
reduced from 365 times a year by the fact 
that other dairy products enter into the fig- 
ures which move more slowly. 

Similarly, bakery products are sold in a 
relatively short time or are wasted. Con- 
sideration of the inventory turnover, for 
these reasons, has been of greater aid in 
determining the efficiency of those retailers 
which carry a large stock of non-perishable 
goods on hand and @ither prosper or are 
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Arwarer 
RADIO 


The good will of 1,600,000 


More than 1,600,000 families are now enjoying 
Atwater Kent Radio and telling others about it. 

Its reputation is reflected in the success and 
standing of Atwater Kent dealers. They have a 
moderate-priced, fast-moving line of proved turn- 
over possibilities. 

As the Atwater Kent Manufacturing Company 
is in the radio business to. stay, the credit needs 
of Atwater Kent dealers merit the thoughtful at- 
tention of bankers. 


ATWATER KENT MANUFACTURING COMPANY 
A, Atwater Kent, President, 4731 Wissahickon Avenue, Philadelphia, Pa. 


Bigger than 13 football fields, the main Atwater Kent factory 
occupies 15 acres and is the largest radio factory in the world. 


When writing to advertisers please mention the American Bankers Association Journal 
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Mr. TOMBAUGH, veteran Illinois banker, 
recognizes the essential nature of 
farm power and equipment 

and gives it every oppot- 
tunity to function in 

his community. 


ERE the new row-crop general- 

purpose tractor, the FARMALL, 
is planting 4 rows of corn atthe rate of 
60 acres in a day. Later it will cultivate 
4 rows, cleaning 35 acres a day in young 
corn and over 50 acres in later cultiva- 
tions. (These are 8-hr. days). Froin plow- 
ing to belt work, its fast service benefits 
the farmer. Farmall has made true 
horseless farming possible on any farm. 


~ ~ 


NTERNATIONAL Harvester manu- 

factures about 60 lines of farm equip- 
ment, including tractors; plows, tillage 
and seeding machines; grain, hay and 
corn machines; motor trucks; cream 
separators; manure spreaders; wagons 
and feed grinders. All are essential 
lines, all contribute to the improvement 
of farming, saving labor and drudgery, 
cutting production costs, building yields 
and adding to the efficiency and the 
profit of farming. The McCormick- 
Deering dealers in 15,000 communities 
sell the machines that earn the where- 
withal to buy all other commodities, 
from shoes to automobiles. 


v 


ee 
I am impressed by the strong 
and simple slogan of the National Association of the 
Farm Equipment Manufacturers: ‘Good Equipment 
Makes a Good Farmer Better.’ My experience as a 
farmer and as an officer of farm organizations, and my 
years of contact with those who have done so much to 
develop this rich agricultural community, have clearly 
demonstrated to me how feeble and unavailing are 
man’s efforts to wrest the forces of nature to his own 
benefit until he makes intelligent use of good machinery. 
The record of the wonderful accomplishment of 
American agriculture during the past quarter of a cen- 
tury is the record of the development of farm machinery 
in the saving of time and labor, and in the growing, 
harvesting, and marketing of farm products. In our bank 
we stand ready at all times to help any man whose 
reasonable needs in power and equipment are cramped 

by want of ready cash.” 
C. R. TOMBAUGH, ‘President 


National Bank of Pontiac 
Pontiac, Illinois 


INTERNATIONAL HARVESTER COMPANY 


ae. 

4 


; : 606 So. Michigan Ave. 


OF AMERICA 


hi inoi 
(Incorporated) Cc cago, Illinois 


The McCormick-Deering Harvester-Thresher, shown here with the 15-30 Tractor, is doing wonders in the Saving 
of labor and time. Savings of 20 cents per bushel are being noted hy owners. 
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irst Regional Clearing House 
a Real Success 


By DAN V. STEPHENS 


President, Fremont State Bank, Fremont, Neb. 


Nebraska Plan of Assigning a State Examiner to a Certain 


District With an Association Handling Problems He Finds Is 


Resulting in Saner and Safer Banking. 
Stabilized and Public Is Protected Against Unfair Practices. 


TUDENTS of banking have generally 
agreed upon a few fundamentals in 
the way of legal machinery neces- 
sary in the successful conduct of the 
business. Two of these requirements are 
outstanding. For example, since banking is 
a quasi-public business, it is essential to the 
public welfare that the authority to engage 
in it should be limited to the number of 
banks necessary to do the business of any 
given community, and that the character and 
ability of thcse authorized to engage in 
banking be beyond question. The second 
essential principle ittvolved is the supervision 
and examination of the banks after they 
have been constituted. If these two prin- 
ciples are applied by an intelligent authority, 
the difficulties in the way of successful bank- 
ing can be removed easily. 

The people are not concerned so much 
about the corner grocery store. It can come 
and go according to the law of the sur- 
vival of the fittest. But not so with the 
bank. A solvent bank is vital to the peace 
and prosperity of the people. It must be 
as dependable as the post office, or the gov- 
ernment itself. It cannot be subjected to 
ruthless competition for the plain reason 
that failure spells disaster to its patrons 
and a great disturbance to the general wel- 
fare. 

In the last seven years more than 10 per 
cent of the banking institutions of the coun- 
try have failed, and they have failed pri- 
marily because of the violation of the two 
fundamental principles laid down as essen- 
tial to the successful conduct of the busi- 
ness. There would have been practically 
no failures had the number of banks been 
restricted to the needs of the people and 
had the institutions in operation been ade- 
quately and properly supervised. 


Too Many Banks 


ONDITIONS that exist today through- 
out most of the states prove that there 
are too many banks, with correspondingly 
small profits—profits not adequate to pay 
a return on the capital and keep the banks 
clean and therefore solvent. Conditions in 


many states of the Union, where there has 
been a bank for every 1200 or 1500 people, 
causing fierce competition and encouraging 
practices that are not safe and sane, have 
brought about practically all of the bank 
failures. 


We have undertaken to remedy th’s situa- 
tion in Nebraska by taking what we believe 
is a preliminary step in the solution of the 
problem by organizing the First Nebraska 
Regional Clearing House Association. The 
theory upon which we are operating is this: 
We had tried many sorts of legislation look- 
ing to the perfection of the banking sys- 
tem, but, as a rule, the bankers themselves 
had little or nothing to do with the experi- 
ments tried. Generally speaking, bankers 
refuse to take any forward step to improve 
conditions lest they make them worse, so 
the improvement is attempted by people out- 
side of the banking business, who know very 
little about it, and sometimes these alleged 
improvements become a menace to the pros- 
perity of the country. 

The supervision of banks before the crea- 
tion of the clearing house was exercised 
entirely, of course, by the state and the 
nation. The idea of self-examination of 
banks is only a recent one, comparatively 
speaking, and has been inaugurated by 
clearing house associations in only about 
thirty-five American cities. There are some 
400 or more clearing house associations 
in the country, but only thirty-five have 
reached the point where they feel that state 
and national examinations are not adequate 
and have established special examiners for 
themselves. This is a forward step and 
shows that the bankers in these cities at 
least are not deceiving themselves as to the 
necessary practices if their banks are to be 
kept uniformly solvent. 


Nebraska’s New Idea 


N this self-examination of banks, as prac- 

tised in clearing house cities such as Chi- 
cago, no depositor has lost a dollar in a 
clearing house bank in the last quarter of 
a century. This record is most complimen- 
tary and leads to the conclusion that the 
regional clearing house association, if it did 
nothing more than to follow the Chicago 
plan, would be a step forward; but the 
regional clearing house association plan, as 
now proposed by the Nebraska organization, 
is a brand-new application of the clearing 
house principle which makes it adaptable to 
all the states of the Union and the realiza- 
tion of complete success a reasonable pos- 
sibility. 

The Nebraska plan contemplates the use 
of the regular state and national examiners, 
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which should be adequate and which should 
obtain exactly the same results as a special 
examiner if the same principle and condi- 
tions are applied to their work. 

By the use of the state and national ex- 
aminers, and by the application of this prin- 
ciple by the state and national banking de- 
partments, the system can be made uniform 
throughout the United States without addi- 
tional legislaticn. All that is required, in 
fact, is a change of the viewpoints of the 
various banking commissioners and the comp- 
troller of the currency. If they can be con- 
vinced of the soundness of “the proposal, the 
whole scheme can be put in operation with- 
out great difficulty or loss of time. 

Why is the special examiner in the Chi- 
cago Clearing House Association more ef- 
fective than the regular legally constituted 
examiner? The answer is simple. He is 
more effective because he is allotted to a 
specific territory and assigned a specific duty 
of examining a certain group of banks, and 
he is made responsible to the Chicago Clear- 
ing House Association for the result of his 
work. In other words, the special examiner 
becomes a permanent personage of impor- 
tance in a community, and is charged with 
a great responsibility. 

The result of this is to magnify, if any- 
thing, the importance of his work in his 
own mind, and, at the same time, the perma- 
nency of his employment enables him to 
become extraordinarily proficient through 
the knowledge that he gleans of the busi- 
ness of the community, the character of the 
risks, that the banks assume and the nature 
of the securities that they carry. Therefore, 
if the permanency of the position of the 
examiner on a specific location brings these 
results, then why does not the state and 
the nation apply this same principle in the 
conduct of the business of examining and 
supervising banks? 

If the state will locate each of its ex- 
aminers in a special territory assigned to 
him with a view of having him supported 
by a voluntary clearing house association, 
why could not the same results be obtained 
through the regular official channels that are 
now being obtained by the thirty-five cities 
that have special examiners through local 
clearing house associations? We see no 
reason whatever why this cannot be done, 
and it has a very distinctive advantage for 
country districts over the present city clear- 

(Continued on page 993) 
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Tide of Farm Tenancy Runs Hig’ 


By CHARLES L. STEWART 


Chief of Agricultural Economics, University of Illinois 


Virtually Half of the Land in Harvested Crops is Operated By 


Persons Who Rent. Most of the Woodland and Pasture Acreage 
in Hands of Owners. Situation is not a Result of Agrarian Crisis 


S tenancy fading out of the American 
farm picture? Or, are forces gather- 
ing for a land problem that may some 
day cause surplus control and some 
other problems to be simple in comparison? 

Certainly the international agrarian crisis 
has not been sparing of countries in which 
large proportions of farms are operated by 
tenants nor in this country has the crisis 
been less severe in the areas where tenant 
operation is prevalent. It is not tenant 
farming, however, which has caused the 
crisis, nor has the crisis apparently had much 
effect upon the extent of tenant farming. 
Tenancy in the United States has long been 
a characteristic of the production of cer- 
tain crops, however, and these crops have 
taken the brunt of economic adversity in a 
marked degree. 

The reports of the 1925 census, now ap- 
pearing, show for the first time how our 
land in harvested crops is divided between 
owners, tenants and managers. The results 
are little short of sensational. 

Practically half of the farm land in har- 
vested crops in 1924 was operated by per- 
sons who rented it from others. Disregard- 
ing the land in farms operated by salaried 
managers and part owners, and counting 
only the land in farms of so-called full own- 
ers and full tenants, including croppers in 
the South, the proportion of harvested crop 
land operated under lease was 50.2 per cent. 
3y the same token, the full owners oper- 
ated 69.2 per cent of the farm land from 
which no crops were harvested. 


Pasture and Woodlands 


BOUT three-fourths of the farm land 
from which no crops were harvested 
in 1924 was pasture land, the balance be- 
ing divided between farm woodland not used 
for pasture, land on which crops had failed 
or which had lain idle or fallow, and a 
considerable amount of other land used for 
buildings, roadsides, and other miscellaneous 
purposes. Briefly, then, the nation’s farm 
pasture land and farm woodland is found 
mainly in farms operated by owners. Op- 
erating owners have retained their hold on 
land of this description, but have relaxed 
their hold upon farm land devoted to har- 
vested crops. 

The extent of the relaxation differs, to 
be sure, between the various parts of the 
country. The amount of harvested crop 
land in the hands of tenants in 1924 was 
largest in Texas, nearly 16,000,000 acres. 


Then in order came Iowa, nearly 11,000,000 
acres; Illinois, over 10,000,000 acres; Kan- 


Nor is it Affected by the Depression. No Cause for Alarm Seen. 


The Rented West 


HE great percentage 
of farm lands in har- 
vested crops operated by 
tenants is in the Middle 


West and Southwest, Texas 
leading the states with 16,- 


000,000 leased acres under 
plow. In the East, the 
renter never had made 
much headway, and even in 
the cotton states tenancy 
has not thrived as it has in 
the corn and wheat belt. 
It has expanded its margin 
the greatest in the newest 
farming regions of _ the 
country. 


sas, nearly 10,000,000 acres; Nebraska, near- 
ly 9,000,000 acres; North Dakota, nearly 
7,000,000 acres; South Dakota and Minne- 
sota, over 6,000,000 acres. These eight states 
had over half of the harvested crop land op- 
erated by full tenants in the entire country. 
It will be observed that Texas is the only 
state prominent in the production of cotton 
that is included in these eight states. Meas- 
ured from the standpoint of areas of crop 
land, tenancy bulks large in the corn and 
wheat belts. 

When the eight states are selected which 
show highest proportions of harvested crop 
land of “full” tenure in the hands of ten- 
ants, several of the same state names ap- 
pear. Leading them all in this comparison 
is Mississippi, 66 per cent. Then follow 
Texas and Oklahoma, 65 per cent; Alabama, 
South Dakota and South Carolina, 64 per 
cent; Illinois, Georgia and Kansas, 63 per 
cent, and Nebraska, 61 per cent. The pres- 
ence of six cotton states is to be noted 
among the ten states leading in this com- 
parison. Clearly, crop land tenancy centers 
in the regions of staple crops, cotton and 
tobacco, corn and wheat. 
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An Illinois County 


N some individual counties, the propor- 

portion of such harvested crop land that 
is under lease is very high. Logan County, 
Illinois, 83 per cent tenant operated, is one 
example in the corn belt. In this county, 
near the center of the state, the lands in 
the estate founded long ago by the Irish 
Lord Scully have a place of prominence. 
Near Logan County are thirteen other 
counties in which 75 per cent or more of 
the crop land, as described, was operated 
by tenants. 

It is possible, of course, to find areas in 
even so notable a tenant state as Illinois, 
in which tenancy is virtually absent. In 
two counties in the Ozark Hill region of 
the state only 23 per cent of the crop land, 
as described, was operated by tenants. 

Whole states having small proportions of 
crop land tenancy, percentages based as be- 
fore on full-tenure land, are Nevada, 8; 
Vermont, 14; Rhode Island and Utah, 15; 
West Virginia, 17; New York, 21; Wis- 
consin, 22, and Michigan 23. All of the 
other states showed percentages above 25. 
These eight states contain less than one- 
tenth of the full-tenure crop land in the 
United States. Where little tenancy is, 
there is little crop land also. 

The conditions revealed by the 1925 cen- 
sus are not believed to be a result of a 
sudden change. Since about 1900 a shift has 
been taking place almost unobserved under 
the surface of the regular census statistics. 
From 1880 to 1900 the percentage of all 
farms that were tenant farms increased 
notably in the staple crop regions. From 
1900 on, however, without changing much 
in relative numbers, owners giving way to 
tenants only very gradually, tenancy showed 
a rather marked increase when allowance 
was made for the size of farms and for 
the value of the farm real estate. A great 
deal of importance has come also to be 
attached to the renting of land by part own- 
ers. In average cases part owners have 
operated as much land of their own as did 
full-owner operators, and rented from others 
as much as did full tenants. Part owners 


had been counted the same as full owners 
before 1900. 


Part Owners in the West 
NFORTUNATELY, census publica- 


tions have not shown crop land acre- 

age by tenure until now. Part owners are 

especially prominent in Western states where 

pasture operations prevail, but nevertheless 
(Continued on page 1004) 


7 
i 
| 
| 
\ 
| 
M 
| 
\ 
= 


June, 1928 AMERICAN BANKERS ASSOCIATION JOURNAL 


959 


Writes Four Records 
at Once 


Four identical records — Loan Register, 
Note Notice, Maturity Tickler and Credit 
Slip (or other desired copies) are written 


AT ONE OPERATION. 


The Liability Ledger balance is obtained 
daily, on both direct and indirect 
accounts. A Liability Journal is written 
automatically, as a by-product of the 
posting operation. This journal shows 
the complete detail of all transactions, 
and is a record of items actually posted 


to the Liability Ledger. 


An automatic and complete system of 
proof is made possible by the multiple 
register feature, by which totals of 
posting are automatically accumulated 
as a check against the teller’s record of 
debits and credits. 


For a complete demonstration of this 
machine on your own work, telephone 
the nearest Burroughs office or mail 
coupon. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


roughs 


Loan and Discount Machine 


Address 


When writing to advertisers please mention the American Bankers Association Journal 


Business 


ERE are some of the 

features that have been 

built into this machine— 

can you afford to be with- 

out them? 

Prints totals with one key 
depression—no copying 
from dials. 


Prints balances with one 
key depression. 


Prints complete date with 
one key depression. 


Automatic tabulation. 


Automatic decimal align- 
ment. 


Automatic punctuation. 

Direct subtraction. 

Automatic accumulation 
of several totals at once. 

Automatic combining of 
two or more totals. 


7 


Machine. 


Name 


Burroughs Adding 
7 Machine Company, 
a4 6303 Second Boulevard, 
7 Detroit, Michigan 
Without obligation please send 
Z me more information about the 
Burroughs Loan and Discount 
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PEOPLES WAYNE COUNTY BANK 
a consolidation of 


The ‘Peoples State Bank 
Wayne County © Home Savings “Bank 


(Effected February 15th, 1928) 


100 Banking Offices in 
Detroit 


MAP OF GREATER DETROIT SHOWING PEOPLES WAYNE COUNTY BANK OFFICES 


Capital Stock $11,000,000.00 
Surplus Fund $22,000,000.00 
Resources $300,000,000.00 


(257) 


PEOPLES WAYNE COUNTY BANK 


When writing to advertisers please mention the American Bankers Ass n Journal 
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y Railroad Consolidation Lags 


By CHARLES F. SPEARE 


Interstate Commerce Attitude One of Confusion and Bewilder- 


ment Over Problems Presented. Public Indifferent Except 
Where Its Interest Is Affected. Profitableness of Consolidation 


In Doubt. 


ROGRESS in the way of railroad 
consolidation is being made with irri- 
tating slowness. Reasons for this 
are the following: 

Unwillingness by the Interstate Commerce Com- 
mission to permit mergers that it does not conceive 
to be ‘fin the public interest’? and which are con- 
fused with so-called “‘stock jobbing’’ deals. 

The difficulty in agreement between railroad ex- 
ecutives who must give and take in the process of 
establishing unified lines in territory of intense 
traffic competition. 

The attitude of the “short lines’? supported by 
Interstate Commerce Commission decisions and 
that of minority stockholders. 

The indifference of the general public to consoli- 
dations per se and the active antagonism of com- 
munities, commercial organizations and_ certain 
groups of shippers to those mergers that affect local 
conditions or are believed to be inimical to private 
interests. 


Taking the last of these objections first, 
we find that railroad ccnsolidation has a 
small place in the mind of the average citi- 
zen, It is a subject to which he gives little 
thought or study. Perhaps he has grown 
tired of hearing it discussed for so long 
and of realizing so little from it in prac- 
tical results. It has been urged vigorously 
for the past eight years. There have been 
paragraphs about it in every presidential 
message. Stocks have been boosted on the 
basis of it. Dozens of conferences have 
been held to talk it over and decide on terms. 
A majority of the decisions of the Inter- 
state Commerce Commission have been 
against specific applications of it. A thing 
constantly agitated but never reaching a con- 
clusion finally sinks below the horizon of 
public interest. 


Sectional Opposition 


HILE there is a lack of positiveness 

on the public’s part to the merit of 
railroad consolidation, there is a determined 
opposition to individual projects to merge 
roads in various sections of the country. 
This is due primarily to the effort at self- 
preservation. Consolidations create a dis- 
turbance in the fixed states of life of 
large bodies of employees. They direct- 
ly upset the status of communities by 
taking away their general offices, their 
shops, their division headquarters, and they 
offend the local pride and prestige that has 
grown up on the foundations of these rela- 
tionships. It seems to be much easier to 
arouse public sentiment that will keep rail- 
roads apart than to marshal favorable argu- 
ments for bringing them together. 

No doubt there is an element of suspi- 
cion in the public mind concerning the pur- 
pose of consolidations. “Whom does it 
benefit so much as the bankers?” is a ques- 
tion frequently asked. “Is there anything 


to it except the desire of small groups of 
men to 


enrich themselves?” There have 


Immediate Mergers Unlikely. 


been. instances in recent stock market his- 
tory that might naturally provoke such in- 
quiries. Then there is the further perti- 
nent question: “How can the A. & B. Rail- 
road afford to pay $— a share for the 
stock of the C. & D. and expect through 
consolidation to economize sufficiently to pay 
the increased carrying charges?” 

There are scores of small railroad lines 
in the United States with a corporate iden- 
tity, but serving little economic purpose in 
the business life of the country. They must 
have their fingers in the consolidation pie. 
There are other comparatively insignificant 
lines that exchange traffic with the stronger 
roads and demand a right to be considered 
when the unification scheme affects their 
territory. They have been upheld by com- 
missicns and courts. Then there are roads 
of moderate mileage and some good origi- 
nating prospects, but with very poor credit, 
that would like to attach themselves to the 
strong systems in a lifetime relationship. 
This was, in fact, an underlying motive for 
the railroad consolidation law. 


Cold Water on the Merger Plan 


ETTING back to the attitude of the 

Interstate Commerce Commission to 
the consolidation question, one finds a series 
of decisions and intimations that throw cold 
water on the merger scheme as it has been 
conceived by students of transportation as 
well as by railroad executives who have 
been actively engaged for years in trying 
to bring about mergers in the trunk-line 
territory, in the Southwest and in the North- 
west. 

The commission has acted timidly and 
has appeared befuddled. There has been a 
surprising absence of unanimity of opinion 
on important questions. On the subject of 
mergers, one element in this body has ap- 
parently believed in them, but another has 
been wholly at variance with the idea. So 
far the objectors have carried more weight 
than the proponents of unification. There 
is some justification for their point of view, 
especially as it has dealt with the plan of 
the Chesapeake & Ohio and Nickel Plate 
interests to put together a system that is 
illogical, and in their objection to the origi- 
nal plan for merging the Kansas City South- 
ern, Missouri-Kansas-Texas, and St. Louis- 
Southwestern. Here was a clear case of 
vesting too much authority and too high 
a proportion of financial responsibility on 
the weakest member of this group, although 
the one which was most directly representa- 
tive of the promoting element. 

The decisions of the commission respect- 
ing the proposed fifth system between New 


961 


Estimated Savings. 


York and the Mississippi Valley may be 
regarded as technically unfair and unreason- 
able, but in view of the subsequent events 
and the obvious inability to establish an 
additional trunk line system, they are en- 
titled to respect. Just what this body may 
do with the mass of testimony presented for 
and against the consolidation of the Great 
Northern and Northern Pacific lines, it 
would be presumptuous to say. Aside from 
those directly interested in advancing the 
cause of such a merger I have yet to hear 
from either business men, bankers, or un- 
prejudiced railroad officials the statement 
that they expected the commission to ap- 
prove of it. This in spite of the fact that 
it is the most natural, logical, untainted 
consolidation that could possibly be pre- 
sented to the commission for its considera- 
tion. If there is anything at all in the con- 
solidation principle, it should be here exem- 
plified in economies of operation and in a 
minimum of disturbance to the territory 
affected. There is, however, no popular de- 
mand for it; instead a strongly vocal ob- 
jection from the chief competitor of - the 
Hill roads and its stimulated constituency. 
One has a feeling in reading the decisions 
of the Interstate Commerce Commission in 
merger cases that it is more affected by ob- 
jections to than by affirmations of specific 
consolidation proposals. 


Are Consolidations Profitable 
ys consolidations profitable? This is a 


question that cannot be answered arbi- 
trarily. It no doubt enters into the senti- 
ments of those who are compelled to deal 
with it in an official capacity, though it is 
not a vital factor except to stockholders. 
It is claimed, for instance, that a unification 
of the Great Northern and Northern Pa- 
cific roads would result in economies of 
$10,000,000 per annum. This should be 
worth while. Stockholders of both lines 
would profit proportionately. It is not so 
easy to establish the savings growing out 
of the bringing together of other systems 
that have been negotiating with each other 
for joint control and management but I 
understand that about $5,000,000 is the figure 
arrived at in the proposed Southwestern 
merger. Where this involves the purchase 
in the open market of stocks at prices not 
warranted by current income or earnings it 
would be difficult to justify the permanent 
carrying charges involved in a merger deal 
based on expected operating economies. 
This feeling undoubtedly has been in the 
minds of the members of the Interstate 
Commerce Commission in rendering their 
(Continued on page 999) 
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New Small Loan Plan Spreads 


Decision of the National City Bank to Make Personal Loans 


Without Collateral to Salaried Persons Meets With Quick and 
Emphatic Response From the Public and Results in Other Large 


HE announcement late last month 

by the National City Bank of New 

York of the establishment of a per- 

sonal loan department to make loans 
without collateral to salaried men and 
women in amounts ranging from $50 to 
$1,000 at a discount of 6 per cent resulted in 
a similar step being taken by several other 
large banking institutions in New York and 
other cities. 

It was hailed in the press as a notable 
move toward the eradication of the “loan 
shark” evil and resulted in a rush of pros- 
pective customers to the National City 
branch in the midtown section where it 
was inaugurated. 

Further details of the National City plan, 
which was briefly mentioned in last month’s 
number of the Journal, reveal that from 
borrowers, who qualify as depositors or 
prospective depositors in the compound in- 
terest department, the bank will require the 
signatures of two responsible co-makers on 
the note. The 6 per cent discount will con- 
stitute the only charge to the borrower, no 
service or investigation fee or charge of 
any kind being imposed in connection with 
the application for a loan or its arrange- 
ment. One year will be allowed for the 
repayment of a loan. 


Rules for Deposits 


O place the borrower in a position to 

meet his obligation when due, the bank 
provides that deposits be made weekly, semi- 
monthly or monthly; in a compound interest 
account, in order to accumulate the required 
amount. These deposits will be made regu- 
larly similar to deposits in a Christmas Club 
account and interest will be paid on these 
deposits at the regular rate obtaining in the 
bank’s compound interest department, 3 per 
cent per annum compounded monthly. 

A typical example of the manner in which 
the personal loan plan operates is as fol- 
lows: On a loan of $108, the bank’s dis- 
count of 6 per cent amounts to $6.48, leav- 
ing $101.52 in cash. A deposit of $9 a 
month for twelve months in a compound 
interest account amounts to $108, sufficient 
to pay off the loan. Interest at the annual 
rate of 3 per cent compcunded monthly on 
the $9 monthly deposits amounts to about 
$1.48 provided all deposits are made 
promptly. This interest accumulates and 
may be used either to reduce the amount re- 
quired for the final deposit or to start build- 
ing up a cash reserve or investment fund. 

Characterizing the development as a logi- 
cal step in the policy of the bank to enlarge 
the facilities which it offers to people of 
moderate means, Charles E. Mitchell, presi- 
dent of the National City Bank, said: 

“Tn its desire to round out a comprehen- 
sive banking service to all classes and to 


Banks Taking Similar Step. Further Details of the Plan Told. 


make closer contact with the people of the 
City of New York, and specifically, those 
individuals who are minded to thrift, The 
National City Bank some six years ago 
opened at its 42nd Street and Madison Ave- 
nue branch a compound interest department 
where deposits of one dollar and upwards 
would be received with interest therecn com- 
pounded monthly. 


175,000 Thrift Deposits 


é66°THE ease of practice of thrift through 

this department, together with the in- 
troduction which it gave compound interest 
depositors to the checking, commercial, in- 
vestment, trust and safety deposit division, 
were quickly recognized. The popularity of 
the service resulted in its extension to all 
our branches throughout the city. Our 
thrift depositors now number approximately 
175,000 in New York City alone. 

“Our contact with this great number of 
small depositors has brought us to an un- 
derstanding of their problems, their periodic 
financial requirements, and a realization that 
to give to them the opportunity of safeguard- 
ing their savings by deposit without furnish- 
ing on the other hand a means by which they 
can, under necessity, borrow on reasonable 
terms, constitutes an unbalanced relationship 
and points to a lack of comprehensiveness in 
financial service. 

“To provide this we have now inaugurated 
a plan for the extension of loan facilities 
to persons of moderate means who more or 
less constantly face the emergencies which 
cannot be met with funds accumulated out 
of their current income. 

“Our contact with people of this class has 
given to us a‘confidence in the integrity and 
character of the average individual. While 
it is not our purpose to encourage anyone to 
borrow except under the stress of circum- 
stances, we have faith that loans so made 
can and will be paid where incident thereto 
the spirit of thrift can be kept alive.” 


Loan Purposes Recognized 


oo useful purposes for which applica- 
tion for personal loans will be considered 
have been listed by the National City Bank 
as follows: 


Miscellaneous—Consolidating urgent debts, buy- 
ing a bond, repaying a friend for loan, repaying un- 
satisfactory loan. 


_ Family Needs—Paying educational fee, meeting 
insurance premium, providing emergency clothing, 
paying cost of sickness, paying funeral expenses. 
_ Home Improvements—Remodeling house, improv- 
ing sanitation, protecting property by painting, in- 
stalling electricity. installing heating systems 
Personal Emergencies—Clearing medical 
penses, paying dental bills, meeting hospital 
charges, paying for operation. 
Property Charges—Making up small balance of 
mortgage, meeting assessments for paving, etc., 
paying special or delinquent taxes. 
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By way of answering questions arising in 
the minds of prospective borrowers, the per- 
sonal loan department notes among its re- 
quirements that the borrower has resided in 
New York for one year, is at least 21 years 
old, has been steadily employed at the same 
place for at least six months, and that 
present employment seems permanent, and 
further that he may not contract for other 
loans while the National City loan is run- 
ning without first consulting with the bank. 


Each Co-Maker Liable 


ACH co-maker is individually liable as 

well as jointly responsible for the full 
amount owing the bank. If the borrower 
fails to pay, the co-makers are required to 
pay the entire unpaid balance of the loan, 
plus any penalties. A co-maker may be a 
fellow employee, office manager, employer, 
partner, merchant, professional man, rela- 
tive—anyone of good character and satis- 
factory earning power. Ownership of prop- 
erty, while not essential, is a desirable quali- 
fication. The bank protects the co-maker 
by ascertaining the responsibility of the ap- 
plicant before granting the loan and by 
promptly notifying the co-makers in case 
compound interest deposits are not made on 
time. 

Punctual and prompt deposits are abso- 
lutely essential and required. A “late” 
charge of 5 cents per $1 will be made for 
any deposit not made on the agreed date. 
For instance, if a deposit of $5 is due on a 
certain day and payment is not made until 
later the “late’ charge will amount to 25 
cents. 

Persistent delinquency will make it neces- 
sary for the bank to notify the co-makers 
and take proper legal steps for collection. 
The record of prompt deposit will govern 
the granting of future loans. 

Reports coming in from all parts of the 
nation indicate that the personal loan plan 
is spreading with an amazing rapidity. Al- 
most invariably banks have adopted the plan 
by simply creating another department with- 
in the bank, though in at least one instance 
a new company has been organized to take 
care of this business. That is in Fremont, 
Neb., where there has been set up the Fre- 
mont State Company, headed by Dan V. 
Stephens, who is the president of the Fre- 
mont State Bank. This new corporation, 
it is announced, has an authorized capital 
of $100,000 and will deal exclusively in char- 
acter loans. 

In the newspaper comments on the per- 
sonal loan movement throughout the coun- 
try, there is a tendency to hail it as a means 
of delivering many unwary persons from 
the clutches of the loan sharks. 
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LAMSON BABY TUBES PUT YOUR BOOKKEEPERS AT YOUR TELLERS’ ELBOW 


Now Your Tellers Can Operate 
With Complete Confidence and Security 


HEN a check is presented at this teller’s window—it can 
be verified by the bookkeeper and returned before the 
teller has counted out the money. 


The teller and bookkeeper are not dependent upon intricate 
mechanical devices—to determine balances—and compare signa- 
tures. Lamson Baby Tubes carry the original papers from tellers 
to bookkeepers and back almost before a message could be written. 


There is no mechanism to get out of order. Just an inconspicu- 
ous carrier inserted in a tube under the deal plate—always ready 
—never failing. Truly the last word in simplicity and practical- 
ness for bank communication. Tellers serve their customers with 
a new confidence and complete feeling of security. For Lamson 
Baby Tubes put the bookkeepers right at the tellers’ elbow. 


Without obligation a Lamson Engineer will call and show you 
how this new service can be easily installed in your bank. 


THE LAMSON COMPANY 


Syracuse, New York 
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The Installment Credit Need 


By JOHN H. PUELICHER 


President, Marshall & Ilsley Bank, Milwaukee 


Business Needs a Formula that is Sound and is Applicable in 
Each Individual Case of Installment Selling. A Suggestion as to 
the Conditions Under Which Business is Justified in Extend- 
Comparison With Producer Credit. 


ing Consumer 


FEW years ago installment finance 
companies were multiplying by 
leaps and bounds, and when in- 
ducements to buy were becoming 

probable on terms, such as “nothing down 
and not much anytime in the hereafter,” the 
more conservative of the finance companies, 
and some of the bankers loaning them 
money concluded that a conference con- 
cerning itself with practices and principles 
of consumer credit might prove to be profit- 
able. 

Such a conference was called at Chicago. 
During the discussion of practices, the fol- 
lowing incident was related by a representa- 
tive of a New York finance company. The 
representative was recounting the experience 
as an illustration of the care with which his 
company surrounded its credit undertakings ! 
“We were approached,” he said, “by one of 
our automobile dealers and asked to con- 
sider purchasing from him the installment 
paper of one John Smith. The automobile 
dealer advised us he had checked John 
Smith up very carefully, had found that he 
had been in his present place of employment 
for fifteen or eighteen years, that he justly 
had the reputation of a steady, sober, de- 
pendable employee, who had reared and edu- 
cated a family, and who now, that the chil- 
dren were out of school thought it time to 
indulge himself and his wife in the luxury 
of an automobile. These facts were easily 
verified by our investigator, but as it is our 
custom to go a bit further, the investigator 
went to the home of the prospective auto- 
mobile purchaser. He found that Mr. 
Smith lived in a modest apartment house, to 
which our representative had difficulty in 
gaining entrance. The woman answering the 
door acted as if she might be fearing a bill 
collector; but when our representative an- 
nounced that his mission was a friendly one, 
that he came to make it possible for them to 
acquire an automobile, the woman stepped 
aside saying: ‘Oh, and that too!’ ‘This in- 
stallment business is going to be our ruin,’ 
she continued, ‘while the children were small 
and going to school, although there was only 
one bringing in money at that time, we were 
able to live comfortably, although rather 
economically. 


More Income But No 
Better Off 


6667MHE children are grown up now and 

are all employed, yet, in spite of 
that, things are not going so well with us. 
Formerly a chore-woman would come in 
two or three days of the week and help me 
with the heavier work. You see I have 


Credits. 


grown older, and cannot well do the family 
washing any more. Later on, however, I 
was persuaded in the interest of economy to 
buy a washing machine on the installment 
plan. Our oldest girl, now twenty-six, has 
for the first time in her life a steady ad- 
mirer, for which reason she feels she should 
be somewhat better dressed. As a result, 
she is paying for a fur coat on the install- 
ment plan. The next child, a boy, always 
was interested in mechanics, and was con- 
tinually tinkering with radio parts, hoping 
to build a radio for himself. He never 
achieved the results he aimed at, so he 
finally concluded to purchase a radio, on the 
installment plan. My next child has a de- 
cided musical talent, and it is only fair to 
give her her opportunity, consequently she 
is paying for a piano on the installment 
plan. Our youngest child won a bicycle 
race while at school. Since then he has been 
following the sporting news with great in- 
terest. He could not be happy until he had 
a motorcycle, which he is paying for on the 
installment plan.’ 

“If any member a party thereto in this 
complicated financial scheme failed because 
of illness, or loss of position, or for any 
other reason, to bring in the regular weekly 
wage or salary, the whole scheme was likely 
to collapse. On inquiring at the delicates- 
sen shop doing business in the basement of 
the apartment house he learned that the 
family was about six months in arrears, and 
was being carried only because of a long 
record of payment up to the preceding year. 
Needless to say, we did not accept the in- 
stallment paper tendered in payment of the 
automcbile.” 

The chief trouble with installment buying 
thus far is that we know so little about it. 
Practices have not yet withstood the acid 
test of sufficient experience, and safe prin- 
ciples have not yet been acceptably formu- 
lated. 


Prosperity and Installments 


HE statement has been made that our 

present prosperity is largely attributable 
to installment selling. Prof. Seligman finds 
that the installment purchases total about 
$4,500,000,000 a year, and that there is out- 
standing at one time only about $2,000,000,- 
000 worth of installment paper. It has gen- 
erally been supposed that installment sales 
have been running in larger proportions. 
While the production of $4,500,000,000 
worth of goods would be a factor in our 
prosperity, it would hardly be a sufficiently 
large factor on which to rest our unusual 
prosperity. 
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It is generally conceded that the margins 
of profit in business are growing constantly 
smaller, and that business, to be successful, 
must be conducted along sound, scientific 
lines. What business needs is more tried 
and tested formulas. Above all, it needs 
now a scientific formula for installment 
selling. 

Installment selling as a business process 
is undoubtedly sound. It is the misuse of 
installment selling that is unsound. Busi- 
ness needs a formula embodying that which 
is sound in installment selling—a formula 
applicable to each individual case of install- 
ment selling—that is, to each case of con- 
sumer credit presented to it by installment 
selling. If we use only structurally sound 
bricks, properly shaped and accurately sized 


_in the building of a wall, employing proved 


methods of construction, we will rear a 
staunch and safe edifice. Likewise, if each 
individual transaction in consumer credit 
conforms to the specifications of a sound 
formula for this class of economic process, 
we will develop a staunch installment selling 
tradition in American business—a safe con- 
sumer credit structure. 

Let us compare consumer credit with pro- 
ducer credit. Perhaps it will suggest to us 
a tentative formula for consumer credit. 

Producer credits, or let us say commer- 
cial bank loans, are based on one funda- 
mental proposition—that the money-pur- 
chasing-power advanced to the producer by 
the grantor of credit shall be employed in 
productive manufacturing or mercantile op- 
erations which within the period of the loan 
will generate sufficient income to repay the 
loan. It is self-liquidating credit; it is gen- 
erative, or perhaps we might say, re-genera- 
tive credit; it is fertile and vital and stimu- 
lating in our economic life. It has been 
employed so long and so extensively that 
many formulas and many rules have been 
developed and tested by infinite applications 
for the practical guidance of the users and 
the givers of producer credit. 


Nothing Comparable Done 
for Consumer Credit 


O such thing as yet has been done for 

consumer credit. Under this type of 
credit process there is advanced to an in- 
dividual by the merchant a larger value of 
consumers’ goods than he can presently pay 
for, but he obligates himself to pay for 
them out of the income which he expects he 
will earn during the next six, eight or 
twelve months in the form of wages or 
salary or in other ways in which the goods 

(Continued on page 995) 
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the bank has taken all reasonable precaution against theft. 
& Greenies! Ine. 
ROCHESTEN NEW yoRK 
Since 1865 makers of good bank looks for Main Vault EN Doors; Vault Day Gates; Cashiers, Lockers; Emergeney : 
Doors» Tellers Wickets, Tellers Cages» Safe Depost Boxes» Grille Gates 
Sargent & Greenleaf, Rochester Please send me working model 
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30% saving in time and labor 


Sliding top with “wind- 
shield” edge. 


“Y and E” patented 
check sorter. 


Open account signature 
cards. 2 check trays. 


Closed account signature 
cards. 2 check trays. 


One check tray. Station- 
ery rack. 


H UNDREDS of banks throughout the country are speed- 
ing up mechanical posting with this “Y and E” Com- 
mercial Bookkeeper’s Desk. 

In many of these banks the actual saving in time and 
labor is as high as 30%! 

Yet it occu pies no more space than the shelf of the book- 
keeping machine. 

*Y and E” also supplies printed forms for mechanical 
posting. When mailing the coupon below for further infor- 
mation, enclose samples of your ledger cards and statement 
sheets for our quotation. 


YAWMAN anv FRBE MFc.(0. MAIL THIS COUPON 
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When writing to advertisers please mention the American Bankers Association Journal 


< &£ 
a 
4 
A. 
- 
Ww 


Administrative Features of New 


Revenue Act 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Change in the Basis for Determining Gain or Loss on Sales by an 
Executor. The Unnatural Discrimination Against Living Trusts 


Removed. Real Estate Subdivisional Trusts. The Attitude of the 


N the past application of the Revenue 
Act certain of its administrative fea- 
tures, because of departmental or 
judicial interpretation, have caused 
much concern to officers of trust companies 
and other financial institutions charged with 
the administration of trusts by reason of 
the impracticability or inequity of the law 
as interpreted. Our members will be grati- 
fied to learn that in the new Revenue Act 
a number of these provisions have been cor- 
rected. This result has only been possible 
because of the patient and conscientious 
consideration given to these technical prob- 
lems by the chairmen and members of the 
Senate Committee on Finance and of the 
House Committee on Ways and Means and 
we trust we may be permitted to voice the 
deep appreciation of the membership of the 
American Bankers Association for the time 
and consideration so given. These various 
matters were presented for Committee con- 
sideration through the office of the General 
Counsel acting under the auspices of our 
Committee on Federal Legislation with the 
cooperation of the Trust Company Division; 
the technical arguments at Washington were 
chiefly made by particular trust company 
officials or their attorneys. 

A brief summary of the features thus cor- 
rected in the new Revenue Act is all that 
space will permit. 


Basis for Determining Gain 
or Loss on Sale by Executor 


1 Prior to April 6, 1927, when an execu- 
* tor sold securities or property of an 
estate, the value at the death of the decedent 
was, under Treasury Department Rulings, 
taken as the basis in computing gain or loss 
for the purpose of income taxation. On 
that date, in view of a recent decision of the 
United States Court of Claims in McKinney 
v. United States, the Treasury Department 
amended its ruling and made the cost to the 
decedent the basis. This change of basis 
caused widespread concern among trust offi- 
cials. Many sales had been made on the old 
basis and estates settled and the injustice of 
additional assessments was obvious. In a large 
number of cases it was absolutely imprac- 
ticable to apply the new rule because of the 
impossibility for an executor to delve into 
the records of a deceased person for a long 
period of years to ascertain the cost to the 
decedent. Litigaticn in the courts resulted 


and the settlement of many ‘estates was hel:| 


American Bankers Association on the Publicity Amendment. 


up pending final decision. The matter was 
presented to the House Committee on Ways 
and Means and the Revenue Bill as passed 
by the House contained a provision chang- 
ing the basis to date of death with a retro- 
active provision that if in any return prior 
to 1927 the basis was in accordance with 
the regulations in force at the time the 
return was filed and if no claim for a re- 
fund or credit had been filed prior to enact- 
ment of the new law, the computation of the 
gain or loss should be made upon the basis 
of the return. While this provision ratified 
early returns made on the date of death 
basis, it did not cover the period between 
April 6, 1927, and the time of the enactment 
of the new law. The Senate Committee on 
Finance remedied this omission and the law 
as finally passed provides the date of death 
as the basis (see Section 113 (a) (5)) with 
a retroactive provision which makes the 
value of the property at the time of the 
date of the death of the decedent, the basis 
for computation throughout. There is a 
further provision to cover returns which 
may have been made on the basis of cost 
to the decedent under the Treasury Depart- 
ment Ruling of April 6, 1927, which enables 
the taxpayer at his election to retain such 
basis. (see Section 702, new Revenue Act). 


Living Trusts 


2 Under the new Revenue Bill as passed 
by the Senate, the basis of gain or loss 
upon sale in cases of property passing by 
will was the value at the date of death of 
the decedent but in cases of property trans- 
ferred by revocable trust, the beneficial en- 
joyment passing at death, the basis was made 
the cost to the donor rather than the value 
at the date of the death of the decedent. This 
created an unnatural discrimination which 
would result in double taxation, namely, a 
Federal Estate Tax and then again an In- 
come Tax where the value at the donor’s 
death was in excess of the cost to the donor, 
as such excess would be subject to both 
estate and income tax should the property be 
disposed of through a sale at a later time. 
This discrimination having been brought to 


the attention of the Conferees, the following ~ 


corrective provision was inserted in Subdi- 
vision 113 (a) (5): 
“In the case of property transferred in trust to 


pay the income for life to or upon the order or 
direction of the grantor, with the right reserved 
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to the grantor at all times prior to his death to re- 

voke the trust, the basis of such property in the 
hands of the persons entitled under the terms of 
the trust instrument to the propery after the 
grantor’s death shall, after such death, be the same 
as if the trust instrument had been the will 
executed on the day of the grantor’s death.” 


The Conferees’ report explains this as 


follows: 


“A special rule is provided in section 113 (a) 
(5) by which to determine the basis of property 
transferred in trust with the right reserved to the 
grantor at all times prior to his death to revoke 
the trust where the sale or other disposition of 
property occurs after the death of the grantor. 
This rule includes sales or other dispositions by 
the trustee and also by a beneficiary of the trust. 
In view of the complete right of revocation in 
such cases on the part of the grantor at all times 
between the date of creation of the trust and his 
death, it is proper to view the property for all 
practical purposes as belonging to the grantor 
rather than the beneficiaries and to treat the 
property as vesting in the beneficiaries according 
to the terms of the trust instrument not at the 
date of creation of the trust, but rather on the 
date of the grantor’s death, for the purpose of de- 
termining gain or loss on ‘sale or other disposition 
of the property after the grantor’s death by the 
trustee or by a beneficiary. Accordingly, it is 
provided that the basis of such property in the 
hands of the persons entitled thereto by the terms of 
the trust instrument after the grantor’s death shall 
be the same as if the trust instrument had been 
a will executed on the date of his death. Thus 
property acquired by virtue of revocable trusts of 
the kind described is treated, for all practical pur- 
poses, the same as though it had been transmitted 
by the grantor by will at his death.” 


Real Estate Trusts 


Under recent rulings of the Treasury 
@ Department real estate subdivisional 
trusts and other types of trust of like na- 
ture have been held to be associations and 
taxed at corporation rates. Prior to 1927 
the income from property held in these types 
of trust was taxed to the beneficiaries. The 
change of ruling disrupted very seriously 
the administration of this type of trust by 
members of our association. The effect of 
this change of policy was to reopen thous- 
ands of cases and impose an additional tax 
burden upon the beneficiaries and trustees; 
with other disastrous consequences. An ap- 
peal was made to the Committees of House 
and Senate to exclude from the definition of 
“Associations” these types of trust with an 
enactment of a retroactive clause. The bill 
as finally passed contains the following: 


Sec. 704. Taxability of Trusts as Corpora- 
tions—Retroactive 


(a) If a taxpayer filed a return as a trust for 
any taxable year prior to the taxable year 1925 such 
taxpayer shall be taxable as a trust for such year 
and not as a corporation, if such taxpayer was con- 
sidered to be taxable as a trust and not as a cor- 
poration either (1) under the regulations in force 


(Continued on page 984 
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Its splendid writing 
surface is affected by 
any tampering. 


Laboratory develop- 
ed, made under lab- 
oratory control. 


Mechanical altera- 
tion immediately 
conspicuous. 


Manufactured com- 
plete in one mill. 


Hammermill Safety has good printing and perforating qualities, supported 
by inherent bodily strength and durability. The exceptional range of 
improved colors permits the use of attractive impression creating checks. 
Before ordering a new supply of checks, investigate the superiorities of 
Hammermill Safety Paper. Send for the sample book for testing pur- 
poses and then ask your printer or lithographer about its practical print- 
ing qualities and economy. 
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Profits in the Clothing Industry 


By D. RICHARD YOUNG 


Wearing Apparel and Miscellaneous Textile Products Marked by 


Greater Stability than Raw Material Industries. 


Last Year’s 


Earnings Increased 11 Per Cent. Recent Trend Toward Consoli- 
dation. The Outlook Satisfactory. Investment Return Moderate. 


ANKERS recognize in the clothing 

industry today a number of char- 

acteristics peculiar to this line and 

a number of definite changes taking 
place in its organization. 

By manufacturing goods for consump- 
tion, instead of for further use in produc- 
tion, as in the case of silks, cottons, and 
woolens, discussed in the preceding three 
articles of this series on Profits in Industry, 
clothing is marked by a greater degree of 
stability than the raw material lines. Pro- 
duction and sale of clothing runs along year 
after year with much less fluctuation than 
the basic or supply industries that are far- 
ther away from the ultimate consumer. 

While the industry as a whole is stable, 
there are wide fluctuations among the vari- 
ous concerns engaged in it. During any 
particular year, scme concerns making 
clothing may achieve banner records in 
sales and earnings, but do so at the ex- 
pense of other companies. Since there is 
a rather constant and limited market, the 
gains of some producers are made only by 
taking business away from others. This 
contrasts with the raw material lines which, 
dominated by the larger and more general 
operation of the law of supply and demand, 
and influenced by price movements, tend to 
swing up or down together. 

Style factors become of paramount impor- 
tance in the manufacture of clothing, and 
every banker knows how necessary it is for 
customers in this line to have an up-to-date 
and progressive designing and sales depart- 
ment. Otherwise the loans extended for 
raw material and labor may be put into 
inventory that cannot be moved except at 
sacrifice prices. 

Rate of turnover, therefore, must natu- 
rally be high, for finished merchandise that 
has been held beyond the usual season quick- 
ly depreciates. Valuation is customarily 
made on the basis of cost or market, which- 
ever is lower, but market price of clothing 
is very difficult to determine. The only 
sure, profit is that actually realized, and not 
the paper profit contingent on liquidation of 
a large inventory. 

Average ratio of inventory turnover for 
manufacturers of men’s clothing is calcu- 
lated by the National Credit Office at 7.24 
times annually. This is the highest of any 
of the major industries studied, with the 
two exceptions of meat packing and flour 
milling, which average 9.47 and 10.30 times 
respectively. It compares with 3.52 for 
woolen mills, 3.39 for cotton mills (New 
England), 5.27 for converters, 4.31 for 
hosiery manufacturers, 4.81 for wholesale 
dry goods, and 5.27 for department stores. 


This “Profits” 
Series 


HIS is one of the most 

interesting and informa- 
tive of the series of articles 
appearing in the JOURNAL 
on the profits in various 
lines of industry. Aside 
from its financial and com- 
mercial side the information 
presented herein is highly 
suggestive of trends in 
national life and changes 
in the attitude of the world 
toward clothing; and—be- 
ween the lines—there may 
be found some indication of 
the prosperity of the aver- 
age family. 


OLLOWING is a tabulation of earnings 

for the last two years of the leading 
manufacturers of men’s and women’s ap- 
parel which publish reports to stockholders 
and in the newspapers. Unless otherwise 
noted, all fiscal years end Dec. 31, and fig- 
ures represent net profits available for divi- 
dends or to carry to surplus—i. e., after all 
expenses, reserves for depreciation, and pro- 
vision for taxes have been deducted. 

In the latter part of the table are “mis- 
cellaneous textile products,” which in them- 
selves make up several small industries, 
but are grouped here for convenience, since 
time prevents their being taken up separate- 
ly in this series of analyses. Included 
therein are thread, pile fabrics, upholstery 
goods, carpets and rugs, linoleums, oilcloth, 
jute, bagging, etc. 


Earnings of Leading Manutacturers 
Net Profits—000s Omitted 


Manufacturers Clothing 
Adams-Millis Corp. ............- 
Alligator 
Cavanagh-Dobbs, 
Charis Corp. 
Cluett, Peabody & Co 
Davenport Hosiery Mills, ee 
Alfred Decker & Cohn, Inc.?.... 
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Inc.? 


Manufacturers Clothing 
Durham Hosiery Mills 
Fark, 
Federal Knitting Mills Co 
Foreman & Clark, Inc.1.......... 
H. W. Gossard Co 
L. Grief & Bro., Inc 
Hart, Schaffner & Marx‘. 
Ipswich Mills? 

Kaynee Co.5 

Knox Hat Co., 

A. B. Kirschbaum Co 

B. Kuppenheimer & Co., 
Manhattan Shirt Co.*........... 
Munsingwear, Inc.‘ 

A. Nash Co, 

Phillips-Jones Corp. 

Robert Reis & Co 

Reliance Mfg. Co 

Richman Brothers Co 

J. Schoeneman, 

Stein-Bloch Co. 


Allen Industries, 

American Mfg. 

American Thread Co.7........... 
Artloom Corp. 

Joseph Bancroft & Sons Co 
Bigelow-Hartford Carpet Co.... 
Sidney Blumenthal & Co., Inc... 
Collins & Aikman Co.8.......... 
Congoleum-Nairn, Inc. 

Crex Carpet 
LaFrance Textile Industries 
National Automobile Fibres, Inc. 
Plymouth Cordage Co.®.......... 
Powdrell & Alexander, Inc 
Sanford Mills* 

Standard Textile Products Co.... 


1Yearly average; *Years ended Oct. 31; *Years 
ended April 30; *Years ended Nov. 30; 
ended June 30; *Years ended July 31; 
ended March 31; ®Years ended Feb. 28; 1928 in- 
cludes 9 months; D, Deficit; *Before certain 
charges. 

Comparative figures for the two years 
are available for twenty-four apparel manu- 
facturers which in 1927 had combined net 
profits of $19,269,000, as compared with 
$17,233,000 in 1926, a gain of 11.8 per cent. 
Sixteen companies had higher earnings last 
year compared with the year previous, and 
only eight were lower. 

Similar figures for eleven manufacturers 
of miscellaneous textile products show $10,- 
728,000 aggregate profits in 1927, compared 
with $7,144,000 in 1926, a gain of 50.2 per 
cent. Nine companies reported higher earn- 
ings last year and only two were lower. 


Trend Toward Larger 
Organizations 


P to the present time the clothing in- 

dustry has been one of small pro- 
ducers, numbering many thousands. Be- 
cause of the style factor just referred to, 
the industry has not adapted itself to large- 
scale production, and the consolidation move- 
ment during the last generation has taken in 
one after another of our major industries, 
but passed by clothing. Small manufac- 

(Continued on page 1010) 


1926 1927 
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~applied in TEXAS 


and you can 
use it too~ 


banking is carried 
on, there you will find 
Baker-Vawter and Kalamazoo 
equipment providing essential 
banking records. 

Now that these two pioneer 
loose-leaf manufacturers have con- 
solidated as a part of Remington 
Rand, business men everywhere 
have an exceptional opportunity 
to standardize on the latest record 
keeping developments. 

A record keeping procedure de- 
veloped by the Remington Rand 
Man for a small factory in West 
Texas solved a serious problem 
for a nationally known New York 
manufacturer. 


A labor saving idea originating 
in a small Nebraska bank is in 
general use by banks thruout the 
country. 

That is the advantage of deal- 
ing with Baker-Vawter and 
Kalamazoo. In every city of the 
country, every business day, their 
ambassadors of better records 
are solving record keeping prob- 
lems. 

Your own business is bound to 
have such problems. The Reming- 
ton Rand loose-leaf specialist is 
trained to solve them. If you use 
Loose Leaf devices and record 
forms, it will pay you to know 
Baker-Vawter and Kalamazoo. 


374 Broapway, New York Ciry 


DIVISION OF 


Remington Rand Business Service Inc. 


When writing to advertisers please mention the American Bankers Association Journal 
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Protection on both sides 
of the window 


John W. Smith 


The printed figures on 
pass-book, ledger card 
and audit strip are a 
guarantee of accuracy 
and a protection to bank 
and depositor. 


National Posting Machines at the 

tellers’ windows are a guarantee of 

protection on both sides of the 
window. 


Every record of a depositor’s account is based on entries made on 
pass-book and ledger card when money is deposited or withdrawn. 
If that original record is wrong, every other record is wrong. 


National Posting Machines for banks protect that original entry. 
By printing a complete record of every deposit or withdrawal in 
three places at one operation—in the pass-book, on the ledger 
card and on an audit strip. All originals, no carbons. Every 
figure printed, not written. 


With this machine, banker, depositor and teller know that the 
depositor’s record and the bank’s record are exactly the same. 
That there has been no posting to wrong account, no mistake in 
copying figures, no intentional changing of an entry. Every entry 
is made in unchangeable printed figures at the same operation 
and there is complete protection on BOTH sides of the window. 


National Posting Machines 


FOR BANKS 
Product of The National Cash Register Company, Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Irregularity Prevails Among Major Industries But Strength and 
Stability of Fundamental Conditions Inspires Confidence. Money 
Rises to Highest Levels Since 1921 as Result of Credit Expansion. 
Bond Prices Lower But New Underwritings Continue Large. 


RREGULARITY still prevails in busi- 
With some lines enjoying real 
along nor- 


ness. 

prosperity, others running 

mally and others suffering serious de- 
pression, the average might be said to be 
satisfactory. Strength and stability of the 
fundamental factors inspires confidence in 
the future outlook. 

Advance in money rates has been the fea- 
ture of the business situation during the past 
month, with call money reaching 6% per 
centum, the highest for seven years. While 
this is a temporary condition and counter to 
the downward trend of world money rates, 
it is in no sense artificial, but the direct 
result of $2,000,000,000 expansion in bank 
loans and investments over the last year at 
a time when the Federal Reserve System 
was losing $400,000,000 in gold. 

Action by the New York and other Re- 
serve banks in raising the rediscount rate 
to 4% per cent or the highest since 1923 
merely brought this rate into line with the 
higher rates for money now prevailing gen- 
erally. Combined with the sale of govern- 
ment securities it has had, as apparently in- 
tended, some effect toward checking specula- 
tive activity. 

Yet stock trading continues in record vol- 
ume and the few serious breaks that have 
occurred have been followed by sharp re- 
covery, indicating that leading stocks are 
still in strong hands and that the extensive 
“short interest” is being kept in an uncom- 
fortable state. 

Quarterly earnings of industrial companies 
this year are about on a par with a year ago 
and considerably improved over the fourth 
or third quarters of 1927. Reports of 210 
representative concerns show for the initial 
quarter of the two years a growth of 5.6 
per cent, but it is significant that without 
General Motors there is a decline of 0.6 
per cent. 

Bond prices display a sagging tendency as 
a result of higher money rates and losses 
have taken place in United States Govern- 
ment issues as well as domestic and foreign 
corporation bonds. New underwritings con- 
tinue heavy and it is interesting to note that 
of the major issues last month, listed at the 
end of this review, German loans made up 
22 per cent. 

Treasury plans for refunding the Third 
Liberties maturing September 15 are being 
halted because of money conditions and only 
a short-term certificate offering is expected 
in June. 

Bright spots in the industrial picture are 
the oil industry, marked by declining produc- 
tion and advancing prices, also building con- 
struction, tobacco, automobiles chain- 
store trade. Volume of railroad traffic is 


running lower than in either 1927 or 1926, 
steel prices and unfilled orders are declining 


York Reserve Bank rediscount 
rate is raised to conform with com- 
mercial paper rates (dotted line) 


New 


and in numerous other lines there is a lack 
of buoyancy. General outlook might be de- 
scribed as fair. 


Money Becomes Firmer 


OMPARISON of money rates with 

those prevailing last summer reveals a 
truly remarkable change for so short a 
period. Average rates in New York for the 
two periods were as follows: 


June 1927 1928 
Commercial paper 4% 
Acceptances, 90 days ...........4. 3% 4% 
Reserve Bank rediscounts ......... 4 4y% 

Not since 1921 has call money been as 


high as 6% per cent. This rate has been 
the most conspicuous feature, but the rise 
in time money, commercial paper and bank 
acceptance rates furnishes a more reliable 
index to the money market and proves that 
present conditions are natural, not artificial 
as some commentators indicate. 

Action by the Federal Reserve Bank of 
New York in raising its rediscount rate on 
May 18 to the 4% per cent level now estab- 
lished by eight of the regional banks was 
not unexpected. That it did not take place 
sooner was in fact a reason for surprise on 
the part of many bankers. 

This action following the increase from 
34 to 4 per cent on February 3 brings cost 
of rediscounting to the highest since the 
spring of 1923 or more than five years ago. 
Changes in the New York bank rate since 
1921 are shown in the accompanying chart 
which also carries the average commercial 
paper rate. 

Attention is called to the fact that changes 
in the central bank rate ‘~variably follow 
rather than precede ch: «. in open market 
rates. On this point -rere haz been con- 
siderable misunderstanding. Reserve banks 
do not and cannot make general interest 
rates, but only conform to the price of credit 
which like other prices is determined by 
supply and demand. 

“Artificial” firmness of money, therefore, 
is a misnomer, which seems to be used by 
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those having in mind what might better be 
expressed as “temporary” conditions. Up- 
turn in rates this year is in direct contrast 
with the long-term trend of interest rates 
the world over, which is downward. Only 
a matter of time is needed until we shall 
see American bank rates turn downward 
again and fall into line with the broad eco- 
nomic trend. 

Delay of the New York Reserve Bank in 
increasing its rediscount figure is believed 
to represent its effort to check speculation 
on the stock exchanges by making rates in 
other centers higher than in New York so 
as to attract funds away from the market. 
Correct in theory, this might be spoken of 
as an experimental move and was partially 
successful, as evidenced by some calling of 
loans by interior institutions. More drastic 
action, however, was needed and eventually 
the New York rate was increased. 

Uniformity of all Federal Reserve banks 
on a 4% per cent basis appears likely in due 
course. Since Chicago and Boston began 
the movement on April 20 similar action has 
been taken by Richmond, Dallas, St. Louis, 
Minneapolis, Philadelphia, New York and 
Cleveland. Atlanta, Kansas City and San 
Francisco are expected to follow shortly. 


Banking Expansion and 
Gold Exports 


— of this review who have 
noted our frequent repetition during re- 
cent months regarding the expansion of 
bank credit on the one hand and loss of 
gold reserves on the other will recognize the 
present high money rates as a direct result 
of these combined influences. 

Growth of loans secured by stocks and 
bonds carried by member banks during the 
past year has been as follows, using one 
weekly statement from each month. 


Secured 
000,000 Omitted Loans Change 
5,965 + 65 
September 14 6,140 + 175 
December 14 ...........00. 6,539 + 187 
1926 6,656 + 117 
MEG 1G 7,021 + 184 
Net change in year.......... + $1,222 
Corresponding expansion in investment 
holdings of member banks is as follows: 
Invest 
000,000 Omitted ments Change 
5,939 + 26 


) 

{ 
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Invest- 
000,000 Omitted ments Change 
846 6,365 + 72 
Net change in year ......... + $622 


In addition, commercial loans during the 
twelve months increased by $367,000,000 but 
this is relatively unimportant compared with 
the gain in secured loans and investment 
holdings. Of the three groups combined, 
representing an expansion of bank credit 
just short of $2,000,000,000, so-called com- 
mercial loans accounted for only 18 per cent. 

At the very time when American banking 
resources were being so rapidly expanded a 
loss of gold reserves from the holdings of 
the Federal Reserve banks. occurred as fol- 
lows: 


F.R.B. 

000,000 Omitted Gold Change 
3,017 — $40 
14 2,994 — 6 
December 14 2,792 — 97 
January 18, 1928 2,808 + 16 
15 2,814 + 6 
16 2,719 — 69 

Net change in year ......... — $423 


It is no wonder that thoughtful bankers 
have watched with concern this steady with- 
drawal from the foundation of the coun- 
try’s credit system at a time when the super- 
structure was being rapidly expanded. It 
is believed that the above figures speak for 
themselves and give a quite complete answer 
to the question of why present money rates 
are so high. Needless to say the future 
weekly reports will be awaited with much in- 
terest. 

Brokers’ loans registered a slight down- 
ward turn on May 23 which was the first 
decline in eleven weeks. Standing on that 
date at $4,456,000,000 they were $46,000,000 
below the record-high established on May 
15, but $1,491,000,000 higher than at the cor- 
responding time a year previous and $2,025,- 
000,000 above two years ago. 


Stock Market Active and 
Irregular 


URING recent weeks the movement of 

stock prices has been so irregular both 
as to trend and industrial groups that the 
market defies analysis as a whole. Some of 
the significant conditions may be referred to 
briefly as follows: 

Volume of sales on the New York Stock 
Exchange in the first five months this year 
amounted to 345,000,000 shares compared 
with 222,000,000 in the corresponding period 
of 1927, 180,000,000 in 1926, 175,000,000 in 
1925 and 97,000,000 in 1923. 

Volume on the New York Curb amounted 
to 82,000,000 shares compared with 36,000,- 
000 last year. 

As an emergency measure the New York 
Stock Exchange has been closed on Satur- 
days for the last two months to allow the 
bookkeeping departments of member firms 
to catch up on recording this enormous busi- 
ness. 

For the further relief of brokerage em- 
ployees the Exchange changed the hours of 


closing from 3 p.m. to 2 p.m. beginning May 
20, which action was followed by numerous 
other American exchanges. Widespread ob- 
jection by traders and brokers alike caused 
the new schedule to be abandoned after one 
week. 

Years ago it- was said that in Wall Street 
only two things were certain—that the Ex- 
change opened at ten and closed at. three, and 
that Erie common would never pay a divi- 
dend. Now one of these sacred traditions 
has been broken and the other appears in 
a fair way to pass. 

May 10 witnessed a wide-open break of 
anywhere from 5 to 40 points in active stocks 
on a day’s turnover of 4,820,840 shares, a 
new record for all time. 

Followed by days of sharp recovery, and 
irregularity, another sharp break occurred 
May 28, precipitated by call loan rates going 
to 6% per cent, the highest for seven years. 

Capacity of stock tickers has been so ex- 
ceeded that quotations may be a half-hour 
or more behind the market, and on one day 
did not finish until eighty-nine minutes after 
the market’s close. 


Quarterly Earnings Gain 5 


Per Cent Over Last Year 


EPORTS of quarterly earnings that 
have been. published to date make a 
better showing than did the statements of 
the last quarter of 1927 and are about on 
a par with the first quarter of 1927. Our 
tabulation of 210 companies engaged in va- 
rious lines of industry totals up $289,077,000 
for the initial three months of 1928 com- 
pared with $273,593,000 in the correspond- 
ing period of 1927, a gain of 5.6 per cent. 
General Motors Corporation as usual ac- 
counts for the entire gain and without this 
industrial giant whose growth in earnings 
seems unlimited, the 209 other representative 
companies that have reported show aggre- 
gate net profits of $219,608,000 in the 
quarter compared with $221,092,000 last 
year, a decline of 0.6 per cent; 117 of these 
companies are ahead of last year and 93 
have lower earnings. 

Marked increases are shown in the motors 
as a group, also copper mining, chain stores, 
chemicals and drugs, leather and shoes, and 
food products. 


Substantial declines are being enc 
in earnings of petroleum companies, also 
railway equipments, iron and_ stec!, and 
building materials. 

For the other lines no great changes haye 
occurred and the showing is therefore satis- 
factory, considering that the first quarter 
of 1927 was a prosperous one for compara- 
tive purposes. 


Final Report on 1927 
Earnings 
ECAUSE of the interest shown in our 
tabulation of industrial earnings as pub- 
lished in the March review, and referred to 
last month, we, are again running the classi- 
fied table which has been brought up t. date 
by including all reports issued to June 1 

Made up of nearly 1200 companies and in- 
cluding the leading organizations in cvery 
line, it is believed that these figures may be 
considered as final and that they give an 
unusually broad picture of conditions in 
American industry as they existed over the 
past three years. Fiscal years end Dec. 
31 in most cases, with a limited number 

ending July 31, 1927 to Jan. 31, 1928. 


Commodity Prices Higher 

RICES appear to be moving to a slight- 

ly higher level generally although there is 
considerable irregularity among individual 
commodities. Grains have reacted some- 
what after the bull market which reached its 
peak around the first of May. 

Wheat is selling in Chicago at approxi- 
mately $1.90 per bushel compared with the 
current year’s high of $2.33 and low of 
$1.52; corn is $1.25 compared with a high 
of $1.33 and low of $1.02; oats at $.80 com- 
pared with a high of $.86 and low of $.65; 
rye at $1.40 compared with a high of $1.56 
and low of $1.19. Present quotations are 
well above those prevailing in June a year 
ago. 

Most foodstuffs are moderately above last 
year, including butter and eggs, flour, coffee 
and beef, but pork products are lower, as 15 
sugar. 

Iron and steel have shown little change 
but copper and zinc are working higher, 
while lead and tin are lower. 

(Continued on page 1018) 
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Major Financing in May 


I ssue 


Commonwealth of Australia, ext 
Associated Gas & Elec. Co. ref. deb 
German Central Bank for Agriculture, s.f.A 
Province of Ontario, 
Union Pacific RR. 
Mortgage Bank of Chile, grd. 
— Consol. Svgs. 


Building, New York 
Westchester County, N. 


Southern Cities Utilities Co. Ist & col. tr. A 
Allgemeine Elektricitats Gesellschaft, s.f. deb 
Great Lakes Paper Co., Ltd., 


Detroit & Canada Tunnel Co. conv. s.f. deb 
Susquehanna Silk Mills, s.f. deb 
Houston Gulf Gas Co. s.f. deb 
Dept. of Akershus, 
State of Illinois 

Howard Smith Paper Mills, Ltd., 
American Gas & Power Co. sec. deb 
Frankfort-on- Main, 
U. S. & British Inter. Co., Ltd., deb 
American Ice Co., s.f. deb 
Lincoln Building, New York, s.f. deb 
Texas Cities Gas Co., 
Sun Office Buildings, Los Angeles, 
Richfield Oil Co., conv. notes 


Banks and Clearing Assn. s.f. 
City of Berlin, Germany, 


Detroit & Canada Tunnel Co. Ist ee 


Germany, s.f. 


Unterelbe Power & OE. As 


(See text on page 1018) 


Amount Rate Due Price Yield 
$50,000,000 4% 1956 92% 5.00 
35,000,000 5 1968 100 5.00 
6 95% 6.62 
30,000, 4 1 : oe 4.30-.45 
20,000,000 4 1968 92% 4.38 
20,000,000 6 1961 95% 6.30 
17,500,000 6 1947 94% 6.50 
16,000,000 5% 1953 100 5.50 
15,511,000 4 1929-78 3.90 
15,000,000 6 1958 95 6.38 
10,500,000 5 1958 94 5.40 
10,000,000 6 1948 94% 6.50 
10,000,000 6 1954 100 6.00 
8.500.000 6 1953 100 6.00 
8,500,000 1948 99% 6.50 
8,000,000 5 1938 96 5.50 
8,000,000 6% 1943 99 6.60 
8,000,000 5 1963 97% 5.17 
7,000,000 4 1945-58 100% 4.00 
6% 1953 99% 6.50 
6,000,000 5 1948 95 5.40 
6,000,000 5 1953 100 5.00 
5,500,000 6% 1948 100 6.50 
5,400,000 5 1948 98% 5.10 
5,250,000 5% 1930-48 100 5.50 
5,000,000 5% 1931 100 5.50 
5,000,000 6 1953 93 6.55 
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STANDARD SERVICES 


REMOVE THE DOUBT, 


STANDARD 
SERVICES 


provide a flexible, far- 
reaching system of invest- 
ment information for 
bankers, brokers and fi 
nancial executives. There 
are 28 STANDARD 
Services in all. Each has 
behind it the 22 years’ 
experience of the world’s 
largest statistical organi- 
zation, employing nearly 
500 people, and serving 
20,000 subscribers,includ- 
ingAmerica’s largest banks 
and investment houses. 


WHAT 
USERS SAY 


“Scarcely a day passes that we 
have not had occasion to refer 
to your service, and we have 
never found it wanting.” 


—From a Milwaukee bank 


“The whole organization is 
using it more and more.” 
—From a bank in a small city 


“Gives so much in so few 
words, and so easy to use, that 
we have come to lean upon it 
as a staff.”’ —From a ban 

with deposits of $1,000,000 


“We would be rather lost with- 
out your up-to-date service.” 
— From a small bank in Penn. 


“Have found the service very 
helpful in making our decisions 
for both the bank’sinvestments 
and those of our customers.”’ 

— From a Philadelphia bank 


How Do YOU Protect Your 9 
Depositors Against Wildcats © 


OU could walk down one side of your own 

Main Street and up the other, and collect a 

whole trunkful of worthless securities. One 

prominent authority goes so far as to say 

that, in NewYork State alone last year, $500,000,000 

was invested” in worthless securities. Think of it! 

Waste—pure waste! Hurts you—hurts your 
bank—hurts everyone in your community! 

The important problem today is not “how did 

that happen?” It is “how can it be prevented from 

happening again?” 


Constructive Help Needed 


Evidently, your repeated warnings against 
wildcat schemes are not enough. Something more 
is needed. 

Your own experience has demonstrated that 
savings deposits can never be more than a part 
of the investments in your community. And, when 
each individual account reaches a certain sum, 
other investments are in order. 

Clearly, the people in your community need 
guidance. Isn’t it, obviously, a part of your prob- 
lem to see that they get it? 

Many bankers, today, are making it their busi- 
ness to provide their depositors with the right 
kind of securities—or, at least, to see that they 
Set the right kind. 

You know, from your own experience, that to 
really assist your depositors in investment matters 
it is not enough to tell them what not to do. What 
they need is constructive advice. 


STANDARD STATISTICS CO., Inc. 


The Largest Statistical Organization in the World 
200 Varick Street, New York 


It is easy to understand your reluctance to as- 
sume this responsibility. To make a complete 
investigation of securities, without adequate ma- 
chinery, would take too much of your time. Then, 
too, if your advice should prove unsound, your 
bank’s goodwill would suffer. 

BUT —today there is a practical way to meet 
this issue squarely and adequately. That way is 
through the use of STANDARD service. 

When you install this service in your bank, 
you are in a position to give your customers the 
benefit of the very same facilities that the fore- 
most banks and financial houses in the nation use! 

All the investigating is done for you by the 
largest statistical organization in the world. 
All the vital facts are made so plain—so simple 
—so easily accessible—that no one need be an 
investment expert to use STANDARD service. 

AND —best of all—this takes surprisingly little 
of your time—l/ess time to reach a sound conclu- 
sion than would be possible by any other means. 


Prove It To Yourself! 


Before you risk a dollar, you can prove that 
STANDARD service meets this need as it has 
never been met before. You can put this service 
to the acid test of actual use, without one penny 
of expense. Write TODAY for full particulars 
of our FREE TRIAL OFFER. 


MAIL THIS COUPON NOW 


STANDARD STATISTICS CO., Inc. 
200 Varick Street, New York BJ3 j 


Please send us full. particulars of your FREE 
TRIAL OFFER on Standard Service. 


When writing to advertisers please mention the American Bankers Association Journal 
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Lighting the Way to Safe Investments 


Man-made moonlight, more radiant than Nature’s 
own -+++-dazzling streams of light, defying dark- 
ness, stifling shadows - ----a luminous shaft piercing 


the jet sky----+an architect’s dream transformed 
into a heavenly vision ----- Electricity, the beautifier. 


Flood lighting, the most popular form of city 

illumination, does more than advertise the build- a 
ings toward which it is directed. It also greatly Blecttic ‘Powet and Like 
increases the income of Electric Power and Light —_surbootiet*the fica tn 


vestment.”’ Call or write for 


Companies and adds to the safety of their bonds, * Booklet 


THOMPSON ROSS & Co. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. La Salle St. + Bank Floor 
CHICAGO 


NEW YORK Telephone Randolph 6380 BOSTON 
Copyright 1925, T.R. & Co. SAN FRANCISCO 


When writing to advertisers piease mention the American Bankers Association Journal 
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Financing the Small Utility 


By C. M. HARGER 


With the Grouping of Village Light and Power Plants Into 
Systems a New Field Is Opening In the Middle West for Trust 
Company Operation. Bond Issues Are Taking the Place of Stock 
Selling and the Basis for Profits Grows Sounder. 


SIGNIFICANT outcome of the 
readjustment going on in the 
financial structure of the interior 
states is the transformation affect- 

ing the management of utilities. In the days 
of settlement few undertakings offered so 
fascinating promises of profits as the es- 
tablishment of waterworks, light, gas and 
telephone plants in the growing towns and 
cities. Capital came largely from New Eng- 
land, and the desire of the municipalities 
for the conveniences of modern civilization 
led to most liberal terms as to franchises 
and rates. 

Naturally, because they were constructed 
as speculative enterprises, the plants were 
built with more emphasis on appearance and 
for quick service than for endurance. As 
the towns developed, some of them into 
sizable cities, the plants took on added im- 
portance, but often it was found that the 
ability to serve completely the greater de- 
mand was a strain on the equipment. 

In one important class of municipalities 
there was a positive refusal to grant fran- 
chises, and local statesmen pointed out the 
vast saving that might be made by building 
a municipal plant, running it by the elective 
officers of the town and lessening the tax 
rate through the profits of the plant. Hence 
there were bond issues, eagerly voted by the 
citizens, and there followed construction of 
electric light plants, telephone systems, 
water plants, gas plants, and similar under- 
takings to be managed by the political 
powers that might be. Mutual telephone 


systems were scattered thickly over the land- 
scape, frequently built with a flimsiness that 
caused wonder that any service could be 
obtained. 


When Replacement Came 


T is typical of the average municipal 

management of public affairs that unless 
statutory requirement compels, little provi- 
sion is made for obsolescence or depreciation. 
Each administration is concerned with keep- 
ing down the tax levy in order to make 
a record. Hence, when the plants needed 
replacement, the only remedy was to issue 
more bonds. War time doubled the oper- 
ating expense and increased cost of repairs. 
The plants not only gave meager service, 
but were expensive for the communities and 
for the customers. 

The privately-owned plants were quickly 
adjusted to the new conditions. United into 
great systems, and gradually adding more 
service, they eliminated power houses, ma- 
chinery and employees, and distributed cur- 
rent or gave telephone service with a mini- 
mum of operating cost, with all auditing 


Place for Capi 


HE interior states are 

being electrified rapidly 
and farmers, as well as the 
smallest villages, are becom- 
ing users of power and 
light. With this change there 
is developing a demand 
for capital to finance the 
merging of small municipal 
and private plants into sys- 
tems of a size that will cut 
operation costs. In many 
cases the capital needed is 
too small to attract the 
financing corporations of 
the big cities. The forma- 
tion of small companies to 
sell bonds, not stocks, seems 
to offer an opportunity for 
banker consideration. 


and management at a central point. The 
Middle West, where, because of its settle- 
ment conditions, flourished most abundantly 
the theory of government management of 
utilities, was inclined to legislate severely 
on management of corporation properties. 
But the experience of the communities which 
not only paid for a service below par but 
also were taxed to build or to maintain them 
has brought a change, and the legislatures 
are now giving the consolidation of plants 
a fair opportunity to carry on plans for 
better service at a lower cost. So eager 
are the small towns to get rid of their 
burden that in many instances not only is 
the municipal equipment given over, but a 
bonus reaching as high as $10,000 has been 
donated to the corporation that would take 
a plant off a town’s hands. 


Financing at Home 


CQUIREMENT of these scattered 
plants and combining them into efficient 
systems has called for a vast amount of 
financing in which local capital has been 
liberally drawn upon. Naturally the idea of 
customer ownership was favored because of 
the sentimental value in legislation. When 
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several thousand of the most successful citi- 
zens of a state are holding interests in utili- 
ties there is a disposition on the part of the 
lawmakers to go slowly in attacks. Some of 
the grouped utilities have more than 5000 
stockholders each, including in the leading 
families of each of the towns served. One 
power company in Kansas serves 167 towns 
and cities and has 4000 stockholders. A 
telephone company operating plants in five 
states has over. 3000 stockholders. Quar- 
terly dividend checks that are awaited with 
keen concern by the stockholders are dis- 
tributed by the tens of thousands all through 
the interior states. Ten years ago practically 
every plant was municipally or individually 
owned and dividend checks were so rare as 
to be curiosities. 

The transformation of the struggling local 
plants into profit-paying institutions has 
come through lessened overhead and a larger 
service to the customer. Public service 
commissions, realizing this, have been liberal 
in allowing rates that would meet the condi- 
tions. To finance these consolidations at 
home meant paying 7 per cent for funds, 
the rate generally borne by preferred stocks 
issued to raise capital. In addition the cor- 
poration tax has been adding approximately 
one per cent more. 

Paying thus 8 per cent for the funds used 
in development, together with the local and 
state taxes on the physical property of the 
corporations, the investors were abundantly 
satisfied while the public had no complaint 
since it received a complete and efficient 
service. 

As business became stabilized and the 
workings of the pioneers in utility combina- 
tions demonstrated the feasibility of the new 
idea, a rush began to gather up all the indi- 
vidual plants remaining. As a consequence 
there have been formed new organizations 
with this plan in view and they have combed 
the farm states to obtain the management of 
plants and unite them into larger units. 

But it is becoming apparent that with the 
more satisfied attitude of the public the 
necessity for dispersing stocks among cus- 
tomers is less essential to the procuring of 
a fair treatment from the public than for- 
merly. The value of the utility is accepted 
and the public relations of the corporations 
with the community were never on so ami- 
cable a plane. Likewise it is realized that 
municipal management is far less efficient 
and far more costly. Hence there is a dis- 
position to welcome the approach of the 
promotion of a combination that promises a 
change for the better, allowing the corpora- 
tion to use its own methods of financing. 

The procedure of financing these new 
organizations is changing from stocks to 
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bonds. The latter can be floated at not to 
exceed 5 per cent, a direct saving of 3 per 
cent and giving a better control of the 
security. The preferred stocks carry no 
voting power but the holder is always sub- 
ject to nervousness if for any reason there 
is embarrassment or difficulty in operation. 
To maintain the prompt quarterly payment 
of dividends sometimes means borrowing at 
local banks and consequent added burden. 
Where bond interest might be managed be- 
cause of the fewer holders the small stock- 
holder is intensely concerned with every 
movement of the corporation and may on 
occasion make its procedure difficult or at 
least give annoyance. 


Where Size Counts 


O finance a utility that reaches into hun- 

dreds of communities and requires a loan 
of $5,000,000 is not difficult. The banks and 
trust companies of Chicago, New York and 
Boston are willing to make appraisals and, 
if the report be satisfactory, to accommo- 
date the institution. The bonds can _ be 
placed with their correspondents and they 
can maintain a regular watchfulness over 
the management to insure prompt meeting 
of interest. The retirement of the preferred 
stock of some of the larger utilities has been 
accomplished by this means or if stock is 
not retired the expansion is carried forward 
by such bond issue and the necessity for 
further sale of preferred stock is abrogated. 
This gives to the company relief from a 
constant effort at salesmanship, for mostly 
the stock sold to local investors has been dis- 
posed of through direct sales. 

But many of the newer corporations are 
not operating on so large a scale. They are 
uniting say twenty telephone exchanges with 
a total of 20,000 stations. A single plant 
with that number of stations is a valuable 
possession; several separated towns with 
that number as a whole give also a definite 
income and with operating costs reduced 
through central management there is a pos- 
sibility of greater income than they had be- 
fore returned, though probably not so much 
as if they were all in one community. 

To finance this combination requires say 
$50,000 or $100,000, a sum far below the fig- 
ures in which the city financiers prefer to 
deal. Also, these plants are far out in the 
west, their conditions and actual value are 
somewhat unfamiliar and the outlook for 
their future is not clear. Such a group of 
plants out in Oklahoma would not appeal to 
Boston capital, though ‘it might have intrin- 
sic worth. 


Small Trust Companies 


HE recourse of the small utility is then 
in a smaller financing company, hence 
the establishment of trust companies in the 
interior with much more modest aspirations 
than those of the large cities. These com- 
panies are equipped to handle the securities 
of the small utility both because that is the 
business for which they are looking and be- 
cause they are close to the properties and 
can be fully familiar with the conditions 
and the management and understand just 
what is to be expected from a given com- 
bination of properties. 
Some financial experts believe that in the 
case of these small utility corporations 
means should be provided whereby investors 


in their bonds or debentures will participate 
in future earnings, either through conversion 
into common stock or through a warrant 
attached to the bond or debenture giving the 
investor a right to buy common stock at a 
specified price within a specified time. If 
the banking house underwriting the bonds be 
qualified the probabilities are that a sub- 
stantial majority of the issues they bring out 
will enjoy prosperity of varying degrees and 
the conversicn privilege will add materially 
to the value of the investment, giving the 
investor an additional profit for his faith in 
the undertaking. The idea, of course, is that 
he is entitled to obtain, in case of the suc- 
cess of the consolidation, a larger income 
than the 5 or 6 per cent which he receives 
as a holder of the bond. This, however, is 
largely speculative as to its incorporation in 
bond issues. The issues being made now are 
sold on their merits and the basis is the 
showing of the companies with an estimate 
of their future earnings. These are con- 
stantly growing with the development of the 
country and show some remarkable advances 
in their added business. 

Back of the proposition of the small util- 
ity is not only its present volume of opera- 
tion but the prospect of future growth. The 
population of the interior states, generally, 
is changing very little. In some states, like 
Iowa and Kansas, it is practically stationary. 
But into the utility field is coming a con- 
stantly larger constituency. This is particu- 
larly true in the supplying of current. Scores 
of little towns have existed since their 
organization without electricity. The streets 
were lighted, if at all, by kerosene lamps 
set on poles; the homes and business houses 
had their illumination from the old time 
“coal oil,” and such power as was needed 
came from gasoline engines. 

When the large systems were organized 
the transmission lines gave opportunity to 
add these little villages to the ensemble and 
suddenly the towns took on metropolitan 
airs—street lights, current for motors in 
garages and other similar places, vacuum 
cleaners, ice making machines, electric table 
equipment. Tens of thcusands of added cus- 
tomers are thus made a part of the system 
and not only become users of current but 
are potential customers for equipment of 
every sort. This increased development of 
the corporations account for much of their 
prosperity while the more intensive coverage 
of the former territory is also bringing new 
income. | 

That there has been reached a peak in use 
of current or of the telephone is an entirely 
false assumption. The average home of the 
prairie village is becoming as ambitious as 
that of the eastern city for every possible 
modern improvement and constantly is a 
market for more and better service. Conse- 
quently the plants serving a group of cities 
are finding their gross business increased 
while their overhead is far below the cost 
of days of individual operation. Here is a 
margin of profit that shows no sign of dimi- 
nution and indeed has possibilities for yet 
larger return. The small trust company 
handling its securities is thus in a position 
to develop its own business and maintain a 
secure financial standing. 

Of course, something of the future de- 
pends on expansion of the use of utility 
service. The managements of the systems 
of utilities that are being developed look for 


greater demand from the farms. 7 
ern farmer seizes quickly upon an 
pleasure that may be attainable. 
developed the rural telephone unti! prac. 
tically every farm has its party line. Many 
of the rural lines have been absorbed by the 
larger systems and in the end probally this 
action will be general. The radio found its 
market in farm homes one of the enormous 
factors in its growth. Already thousands of 
farms are electrified. One power company 
recently applied to the public service com- 
mission of its state for permission to donate 
$200 to each farmer seeking service, jor the 
cost of installation is the chief cause of 
progress being moderate along this line at 
present. Various factors enter into this, 
the principal one being the difficulty of find- 
ing a connected line of farms all of which 
will install electric facilities. With nearly 
half the farms of states like Nebraska, Kan- 
sas and Iowa operated by tenants the own- 
ers are not eager to invest in the new equip- 
ment. The result is an excessive cost to the 
individuals. Various plans for lessening 
this have been proposed. Nebraska, for in- 
stance, by statute gave townships a right to 
issue bonds to construct transmission lines 
reaching every farm, but it was declared 
void by the courts. Experiments are being 
carried on by colleges and engineers to de- 
termine the feasibility of electrifying the 
farm and these are inducing progressive 
producers to install current for various farm 
and home operations. 

Students of the west’s development de- 
clare that the use of electricity and gas has 
only touched the vast field possible for 
expansion and that the next decade will see 
a tremendous increase in the volume of the 
utility concerns. With the cost of operation 
reduced and gross income increasing there 
should be profit for the organizations 
financed by the small trust company. Gath- 
ering a large number of producers and a 
large number of communities into one sys- 
tem’s service gives a sound basis for profits, 
provided there is not over-capitalization and 
the eagerness to sell stocks does not over- 
step the bounds of safety. 

The protection of the investor is, of 
course, in regulation by public service com- 
missions and their close watch on the finan- 
cial procedure of each concern. Greater 
appropriations for the use of expert assis- 
tance in the engineering departments of these 
commissions are being granted readily by 
most states and the public is in a mood to 
accept all possible consolidation of plants 
provided it receives fair rates and a better 
service—which has been the result in every 
instance thus far in the development of the 
new idea. 

Until the saturation point is reached—if 
ever—tkere is a field for the small trust 
company in the interior and its ability and 
familiarity with conditions will be the tests 
by which it will make its history. 
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May Financing 

According to compilations made by the 
New York Journal of Commerce, new 
financing for May amounted to $1,118,- 
597,593. The new financing for the corre- 
sponding month last year was $892,032,624, 
which shows an increase for May of this 
year of $226,564,969. 

In April of this year the new financing 
amounted to $1,039,535,606. 
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A LOSS PERHAPS 
A DELAY CERTAINLY 


Banks find that such insur- 
ance provides better secur- 
ity for loans, increases de- 
posits and yields on loans, 
saves attorney’s fees, court 
costs, delays and,very often, 
losses. This insurance is 
handled by banks with no 
expense and some profit. 
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INSURED HERE 


SO YOU CANNOT PAY...WE IMMEDIATELY 
CANCEL THE LOAN 


[pee and more, banking is be- 
coming a mass proposition. As 
business is administered today, men 
of small as well as large affairs find 
frequent loans advisable. 

As the market for loans is extend- 
ed, bankers and patrons confront 
more often the possibility that be- 
fore anote falls due, death may deny 
the borrower the power to pay it. 

In consequence, the borrower’s 
estate may be impaired, or his obligations transferred 
to his widow or to his endorser or to his business as- 
sociates. The bank must consider the possibility of 
having to rong legal restitution. 

Heretofore there has been no practical alternative 
that could be applied to bank loans generally. But, 
in Bank Loan Insurance, there is a means of forestall- 


BANK LOAN 


INTER-+-+SOUTHERN 


BE THE FIRST 
IN YOUR CITY 
TO OFFER THIS NEW 
PROTECTIVE BANKING 
SERVICE 


LIFE 


ing, completely and surely, the es- 
tate losses, the embarrassments and 
the litigation which so often occur 
in the event of the borrower’s death. 

Bank Loan Insurance, in its new- 
ly perfected form, works simply and 
automatically. No medical exami- 
nation is necessary. At the time of 
the negotiation of the loan, a brief 
form is signed which places in effect 
a life insurance policy of a sum ex- 
actly equal to the amount of the loan and for the ex- 
act length of time of the loan. The bank is the bene- 
ficiary. When the loan matures the policy expires. If 
the loan is renewed, the insurance may be extended 
accordingly. In event of the borrower’s death before 
the note falls due, the policy is paid and the loan 
automatically retired. 


INSURANCE 


INSURANCE COMPANY 


USE THIS COUPON 


CAREY G. ARNETT, 
President. 


without obligation to ourselves. 
Bank 


Home Offices, Louisville, Ky. 


INTER-SOUTHERN LIFE INSURANCE CO., Louisville, Ky. 

We are interested in learning more about Bank Loan Insurance; especially 
how it will allow us to increase our service to our patrons, at the same time 
adding to our volume of business and profits. Please send full particulars, 


Capital, Surplus and Reserve 
for the Protection of Policy- 
holders over 16 Millior 
“Dollars 


Officer 


City and State 
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Missouri’s Fighting Banker 


By MACK B. JONES 


Cleaning Up a Gang of Circus Toughs Was All In the Day’s 
Work of Maysville’s Pioneer Financier. He Allowed No One to 
Swindle the Customers of His Bank. He Searched Through 
Find the Heirs to Long-Forgotten Accounts 


Four States to 


ORTHWEST Missouri the 

70’s was not the peaceful, pro- 

saic section it now is. There 

were stirring times in those pio- 
neer days, and banking, along with other 
lines of commercial and business activity, 
had its thrills. One of those who helped 
to furnish them and really enjoyed them 
was Captain James Ewart, a big, dynamic 
son of Erin, who ran a bank of the old 
school at Maysville. He lived and slept 
in the bank, was on the job early and late, 
and would open up at any hour to receive 
or pay out money. He left behind a wealth 
of stories of his resourcefulness, courage, 
and common sense, many of which: are 
legends of the region. 

Early in the 70’s a circus came to 
Cameron, and the countryside for thirty 
miles around gathered for a holiday. In 
those times circus crews were a hard lot, 
and when the tents were up and everything 
was ready for the performance, the roust- 
abouts sometimes proceeded to drink freely 
and to take the town. The town marshal 
was the entire police force, and it was not 
long before the circus toughs had put him 
out of business. The citizens of Cameron 
made such a roar over the situation that 
a dozen of the most likely fighters of the 
section were deputized to run the revelers 
out of town. Among the hardy dozen was 
Captain Ewart, who had driven over to 
Cameron from Maysville in a spring wagon, 
bringing a number of the young women 
of that town to see the show. 

Headed by Captain Ewart, the deputized 
citizens swooped down upon the circus 
toughs and started to fill the town jail with 
them. They surrounded a tent in which 
a number of the roisterers were making 
merry, and called upon them to come out. 
The thugs came to battle eagerly, armed 
with tent stakes, and soon had the most 
of the deputies either knocked out or on 
the run. 


A Fight Against Odds 
APTAIN EWART, unable to hold his 


force in line, decided to fight it out 
alone. A giant in stature, he feared noth- 
ing. So he backed up against a store build- 
ing and told his assailants to come on. They 
came. The mud was six inches deep in the 
unpaved street, and the footing slippery, 
which may have had something to do with 
the captain’s success. At any rate, it was 
only a few minutes until the air and the 
mud were full of flying or prostrate toughs. 
Captain Ewart would grab one of the 
smaller attackers and, swinging him around 
as though he were a piece of timber, would 


mow down the advancing horde. One man 
he threw through a store window, another 
he knocked cold and stood upon to gain a 
firmer footing. 

Finally the survivors rushed him and one 
of them stabbed him in the face with a 
dirk. This made the captain really angry 
and he tore into the gang with a fury un- 
usual even for him. By this time some 
of the other deputies were coming back to 
life and rallied to the captain’s assistance. 
The roughs were soon finished up, and it 
was only then that it was noticed that the 
dirk still was sticking in the banker’s face. 
It was removed, the wound was dressed, 
and a survey was taken of the battleground. 
It was found that the captain had put out 
of business for the time being at least twelve 
of the gang. One, on whom he had stood 
in the mud, was at the point of death for 
several weeks, but finally recovered suff- 
ciently to be shipped out of town. That 
particular circus gave no more trouble in 
that section of the country. 


A Bluff That Worked 


N another occasion several of Captain 

Ewart’s bank customers were fleeced 
by shell-game men and other swindlers. He 
armed himself and went to the circus 
grounds called the manager out of his tent 
and demanded the return of the money 
taken from the villagers, one of whom had 
lost $600. The manager said he had noth- 
ing to do with the gambling games around 
the circus and refused to pay. The cap- 
tain flashed attachment papers on him, and 
the bewildered manager; thinking he had 
been caught napping, promptly produced the 
money to cover all the losses of the bank’s 
customers. 

Monarch of his own business, Captain 
Ewart ran it to suit himself. Some of the 
old settlers came into the bank one day and 
told him that the bank in Stewartsville, a 
nearby town, would pay them 10 per cent 
on their deposits. They were receiving only 
4 per cent at the captain’s bank. He said 
to them: “If you stay with me, you will 
get your 4 per cent and you will also get 
your principal back in a year or so.” They 
were not satisfied, and several of them 
transferred their accounts to Stewartsville. 
The bank there closed soon after and they 
lost everything. 

The bank collected money for farm im- 
plement dealers, threshing machine com- 
panies, lightning rod agencies, etc. In fact, 
they handled thousands of dollars in sight 
draft and note collections, crediting accounts 
that had run along for years. Some of the 
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companies failed or liquidated, leaving bal- 
ances in the bank for, in some instances, 
ten or fifteen years. These unclaimed de- 
posits worried Captain Ewart, and he finally 
decided to clear them up. For a year he 
hunted the legal owners or heirs, and in all 
distributed several thousands of dollars to 
rightful claimants. One old threshing ma- 
chine company has been out of business 
for years, all the former owners having died 
and their estates having been settled. Cap- 
tain Ewart found that a $500 balance in 
his bank never had been called for, so he 
made about twenty checks in settlement of it 
and traveled around four different states 
locating the parties interested. After it was 
all over he had a little celebration, saying 
a big load had been lifted from his mind. 


His Word His Bond 


MONG the oldest and most reliable 
private banks in Missouri at that time 
was Tootle, Lemon & Co., of St. Joseph. 
Captain Ewart had unlimited credit with 
that firm, and although his bank had only 
$10,000 capital, he could borrow $200,000 
from the Tootle, Lemon & Co.’s bank any 
time without any collateral. 

Most of the loans made by Captain 
Ewart’s bank were on first trust deeds, se- 
cured entirely by farm lands around Mays- 
ville, and in the thirty years I was with 
him there was only one foreclosure, quite 
a different story from the happenings in re- 
cent years in the same section. 


Conditions Abroad Better 


ENERAL trade and finance abroad have 

improved somewhat during May, ac- 
cording to the survey of the Guaranty Trust 
Company of New York. Speculation in the 
principal foreign markets appears to be con- 
tinuing the strong upward trend visible in 
the last few months. The number of work- 
ers unemployed has been slightly reduced, 
and labor conditions appear much more satis- 
factory. An effort is being exerted continu- 
ally throughout Europe to preserve stability 
in industrial as well as financial movements. 
However, unemployment continues to repre- 
sent a heavy burden on German industry. 
The recent improvement in this respect is 
less marked than a year ago, and is consid- 
ered less than normal for the season. Activ- 
ity in the building trade, one of the coun- 
try’s key industries, is largely confined to 
projects already begun, the volume of new 
undertakings having declined considerably. 
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Protecting Banks on Collections 


By THOMAS B. PATON, JR. 


The Adoption of a Standard Form of Agreement with Depositors 


Is Necessary. Courts Have Held that the Printing on Deposit Slips 


Not Conclusive of a Binding Collection Agreement. 
ing Up Good Will Banks Often Underwrite Many Needless Risks. 


TTEMPTS have been made to ex- 
plain how important it is for the 
general protection of banks that 
they should adopt the proper form 

of collection agreement. It is true, never- 
theless, that some banks as a matter of 
policy do not like to antagonize their cus- 
tomers by exacting of them a waiver of 
their alleged rights, such banks preferring 
to absorb the loss in case of default or 
negligence of their correspondents. 

This policy of “the customer is always 
right,” quite prevalent in our modern in- 
dustrial life and regarded as an essential 
element in building up confidence of the 
public in the organization, leads some banks 
to sacrifice too much in the way of con- 
cessions. In an effort to build up good will 
has the bank underwritten too great a risk? 
Is their willingness to play the martyr and 
forego the advantages of a protective agree- 
ment a justifiable risk, which is adequately 
compensated for in the form of new busi- 
ness and satisfied customers? 

That a collection agreement, placing the 
risk of loss upon the depositor is a reason- 
able precaution for the bank to take, has 
been commented upon favorably by the 
Supreme Court of South Carolina in a re- 
cent decision (Ryan vy. Columbia National 
Bank). In this case a notice was placed 
upon the deposit slip which relieved the bank 
of all responsibility for loss. The law, in- 
dependent of this notice, was against the 
bank. The bank was presumed to have acted 
as agent of the depositor, and to have be- 
come responsible for the injurious acts of 
its agent, the collecting bank. The effect of 
this stipulation, if assented to by the de- 
positor, completely reverses the established 
law; it makes the depository bank simply 
a forwarder of the check for collection to 
the collecting bank, as the agent of the 
depositor, and relieves it of all responsibility 
in connection with the collection and its re- 
mittance. The court stated that this stipula- 
tion was as strong as could possibly have 
been drawn to relieve the depository bank 
of all possible responsibility for loss not due 
to its own negligence. In discussing the 
advisability of a bank limiting its responsi- 
bility by such a stipulation, the court said: 


“Viewing the transaction largely as a matter of 
convenience to ‘the depositor, in, which the bank 
ordinarily receives no compensation beyond the 
general deposit account of the depositor, which, 
however, is a sufficient consideration for the under- 
taking of the bank, it does not appear to be an 


unreasonable precaution for the bank to take, limit- 
ing its undertaking by such a stipulation, provided 
that it has become a matter of convention between 
the bank and the depositor.” 


Of course, the wisdom of using a pro- 
tective agreement 
solely 


is a matter which rests 


with the banks themselves. Like 


the mythical ostrich which placed its head 
under the sand, the bank should not be lulled 
into a sense of security by the fact that 
it has not up to the present time suffered 
any severe collection losses. The bank 
should not shut its eyes to the fact that 
lawsuits on this very problem, as a matter 
of record, are quite common. Armed with 
this agreement, which is cheaper than an 
insurance policy, a bank is prepared to place 
the loss where it should rightly fall. No 
loss of respect or confidence is suffered for 
insisting upon this right. On the contrary, 
such insistence is giving the stockholders a 
square deal, and the bank can never be ac- 
cused of robbing Peter to pay Paul. So 
much for the necessity and advisability of 
adopting such agreement. 

As to what the agreement really is, we 
will again refer to the A. B. A. standard 
form, which has been printed and published 
throughout the land many times. It reads 
as follows: 


“In receiving items for deposit or co!lection, this 
bank acts only as depositor’s collecting agent and 
assumes no responsibility beyond the exercise of 
due care. All items are credited subject to final 
payment in cash or solvent credits. This bank 
will not Le liable for default or negligence of its 
duly selected correspondents ror for losses in 
transit, and each correspondent so selected shall 
not be liable except for its own negligence. This 
bank or its correspondents may send items, direct- 
ly or indirectly, to any bank including the payor, 
and accept its draft or credit as conditional pay- 
ment in lieu of cash; it may charge back any item 
at any time before final payment whether returned 
or not, also any item drawn on this bank not good 
at close of business on day deposited.’’ 


A Law in Minnesota 


ie is interesting to note that the above 
agreement has been enacted into law in 
the state of Minnesota. 

Having decided upon the use of the col- 
lection agreement, many requests have been 
made by bankers and some lawyers asking 
for suggestions as to where the agreement 
should be printed on bank literature and 
how used. To this request answers have 
been given along these lines: 


“It is essential to bind the depositor, that the 
agreement be assented to by him. Where printed 
on signature. cards or other forms signed by the 
depositor, it is unquestionably a binding agreement; 
where printed on unsigned forms, it is necessary 
that the depositor’s knowledge and assent be shown. 
While the courts generally presume such assent, 
there are cases where the depositor has denied 
knowledge, which hold that the depositor’s atten- 
tion must be particularly called to the agreement. 
It is, therefore, desirable, if possible, that the de- 
positor’s signature be obtained. The standard 
form may be printed on ve osit slips, signature 
cards, advice tickets, passbooks, acknowledgments, 
rece‘pts and other forms. Some banks feel that, 
if the depositor has signed the agreement printed 
on the signature card, it is unnecessary or even 
misleading to have the same agreement printed in 
passbooks, or deposit slips or other forms, but it 
should be understood that such duplication of print- 
ing, apart from the matter of “proof, is an advantage 
to the depositor insofar as it makes him familiar 
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In Build- 


with the terms of the contract under which he is 
bound.” 

Since the above suggestions have been 
given we have always been eager to dis- 
cover any new pronouncements on this mat- 
ter by the courts, the subject being one 
upon which there is dearth of authority, 
The recent decision of the Supreme Court of 
South Carolina (Ryan v. Columbia Na- 
tional Bank) is most helpful in throwing 
light on the problem. The court held that 
the. printing of a collection agreement on a 
deposit slip is not conclusive of a binding 
agreement between a bank and its depositor. 
The question presented was whether a ver- 
dict should be directed on the basis that the 
collection agreement was binding as a mat- 
ter of law. The court said: 

“To charge him with implied assent, some 
circumstances beyond the mere presence of the 
stipulation on the deposit slip should be presented, 
as for instance, his knowledge that it was there, 
his continual use of the slip form, and his settle- 
ments with the bank in conformity with the stipula- 
tion and others.” 

“It would be a simple matter, as is frequently 
done by some banks, to obtain express assent of the 
depositor to such a stipulation. If it does not do 
that, it takes the chance of establishing before a 
jury the depositor’s implied assent to a stipulation 
which reverses the incidents of the relation be. 
tween the parties established by law. We are of 


the opinion that the existence of an implied assent 
to the stipulation was a question of fact.” 


Implied Consent 


MBODIED in the above opinion are 

very practical suggestions of which 
banks may well take note. Banks are not 
prone to accost old customers to obtain 
from them signatures to an agreement. 
Failing to secure such signatures, they may 
take comfort in this decision, which holds 
that the continued use of a deposit slip with 
knowledge that it bears a stipulation is a 
circumstance which if proved to the satis- 
faction of the jury will charge him with 
implied consent. 

It is also pointed out that the depositor’s 
settlements with the bank in conformity 
with such stipulation indicates implied con- 
sent. Deposit slip clauses are so common to 
the banking world that this decision is looked 
upon as a valuable contribution to a better 
understanding of their legal effect. 

The adoption of a proper agreement is en- 
couraged by the courts, which is sufficient 
answer to those who through a mistaken 
belief relieve the depositor of all responsi- 
bility. It is to be hoped that banks and 
their counsel who have heretofore paid lit- 
tle attention to this important matter will 
study it and determine upon the necessity 
and advisability of adopting the A. B. A. 
standard form, and, furthermore, upon the 
practical method of enforcing this form as 
a binding agreement upon all depositors. 
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Seaman’s Bank for 
Savings 
74 Wall St. 
Benjamin Wistar Morris 
Architect 
Ceiling panels between 
beams finished in 
Nashkote Type A 
Acoustical Treatment. 


Excesszve noise ts both expensive and useless 


The Johns-Manville Sound Control System 
is successfully used by many banks 


RHAPS nowhere is the rattle of office ma- rooms is relatively low, especially when done 
chinery,the noiseofpassingtraffic,thesound at the time of building or redecorating. The 
of voices more annoying than in a banking expense is an investment. It insures the de- 
room. Yet the design of most banks resultsin sirable atmosphere of quietness and dignity, 
interiors which tend to be echoing and noisy. and it permits employees to work with less 
This noise disturbs patrons, and by its effect disturbance and less probability of error. 
on nerves, tires the members of the staff. Thousands of offices throughout the country 
As a result of years of study and research —including hundreds of banks—have installed 
Johns-Manville has developed the control of “this Office Quieting Treatment. The results 
sound to a remarkable degree of accuracy. everywhere are astonishingly successful. Our 
Johns-Manville Acoustical engineers, after acoustical engineers welcome inquiries about 
study of any banking room, can plan a treat- sound control. For your convenience we have 
ment which will blot out excessive noise. attached a coupon. 
The cost of controlling noise in banking 


ohns-Manville 


SOUND CONTROL TREATMENT 


JOHNS-MANVILLE CORPORATION 
New York Chicago Cleveland San Francisco 
Branches in all large cities 
Canadian Johns-Manville Co., Ltd., Toronto 
(Mail this coupon to branch nearest you) 
Please send us details about your Sound Control Treatment 
for banking rooms and offices. 


When writing to advertisers please mention the American Bankers Association Journal 
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ITH the 

ing cost of bank 
operations and the con- 
cern it is causing bank- 
ers, the need for greater 
protection against loss is 
steadily becoming more 
imperative. 


increas- 


Our Bankers’ Blanket 
Bond, through the broad 
coverage it affords, pro- 
vides adequate protection 
for your resources. 


May we have our agent in 
your city give you the 
facts? 


United States Fidelity 
and Guaranty 


Company 


BALTIMORE, MARYLAND 


Over 8,009 Branches and Agencies 
in United States and Canada 
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Administrative Features of New Revenue Act 
(Continued from page 967) 


at the time the return was made or at the time of 
the termination of its existence, or (2) under any 
ruling of the Commissioner or any duly authorized 
officer of the Bureau of Internal Revenue applicable 
to any of such years, and interpretative of any pro- 
vision of the Revenue Act of 1918, 1921, or 1924, 
which had not been reversed or revoked prior to 
the time the return was made, or under any such 
ruling made after the return was filed which had 
not been reversed or revoked prior to the time of 
the termination of the taxpayer’s existence. 

(b) For the purpose of the Revenue Act of 
1926 and prior Revenue Acts, a trust shall, at the 
option of the trustee exercised within one year after 
the enactment of this Act, be considered as a trust 
the income of which is taxable whether distributed 
or not to the beneficiaries, and not as an association, 
if such trust (1) had a single trustee, and (2) 
was created and operated for the sole purpose of 
liquidating real property as a single venture (with 
such powers of administration as are incidental 
thereto, including the acquisition, improvement, con- 
servation, division, and sale of such property), dis- 
tributing the proceeds therefrom in due course to 
or for the benefit of the beneficiaries, and discharg- 
ing indebtedness secured by the trust property, and 
(3) has not made a return for the taxable year as 
an association. 


From the Report of the Senate Committee 
on Finance we quote: 


“It was the practice in some states, antedating 
even the 1913 Act, to subdivide and sell real estate 
through the agency of a trustee in the manner 
outlined in section 704 (b). Under the construc- 
tion placed on prior laws by the department and 
by some of the courts such organizations may be 
taxable as associations or corporations rather than 
as trusts. In many cases the trust has long since 
terminated, the trust funds have been distributed, 
and if the trustee is held liable for a corporation 
tax, there will be no means by which reimburse- 
ment from the beneficiaries can now be obtained. 
In all of these cases the venture has been taxed 
as a trust under former departmental rulings and 
such tax has been paid. 

“In order to adjust the matter on a reasonably 
equitable basis, section 704 (b) provides that any 
trust which comes within the several limits and 
conditions in that subsection shall be taxed as a 
trust and not as an association or corporation.” 


Under Section 704 as finally passed it is 
made certain that the amounts will be tax- 
able to the beneficiaries whether or not such 
amounts are actually distributed, and 
whether or not such amounts are dis- 
tributable, to the beneficiaries. 


Addenda 


In addition to the amendments above re- 
ferred to, which have special interest to 
members concerned with the administration 
of trusts, a line will be added to record that 
the new law reduces the tax on corporations 
from 13%4 to 12 per cent, and in the case of 
domestic corporations with net income of 
$25,000 or less, the specific exemption for 
1928 and subsequent years is $3,000 instead 
of $2,000. The reduction of the tax on cor- 
poration income was urged by resolution of 
the American Bankers Association, adopted 
at the Houston convention. The following 
special matters are also to be noted: 

e 


Publicity of Income Tax 
Returns 


The Senate on May 18 voted into the 
4, Revenue bill an amendment introduced 
by Senator Norris for publicity of income 
tax returns. The vote was small, being only 
27 to 19. The amendment provided that 
such returns “shall be open for examination 
and inspection as other public records under 
the same rules and regulations as may govern 
the examination of public documents gen- 
erally.” The American Bankers Associa- 
tion, as well as other organizations, urged 
the reconsideration and elimination of this 
amendment but it was contained in the bill 
as passed by the Senate. The conferees, 
however, rejected this amendment and the 
Senate agreed to the action of the conferees, 


Bankers’ Acceptances 


5 The new tax bill contains an exemption 
@ of income derived by foreign central 
banks of issue from investments in Ameri- 
can bankers’ acceptances. It was hoped by 
the Acceptance Committee of the American 
Bankers Association that this exemption 
would also be made to apply to such income 
of all alien investors; but the exemption 
was not further extended. The following 
identical language contained in the reports 
respectively of the House Ways and Means 
Committee and the Senate Committee on 
Finance fully explains the purpose and effect 
of the amendment : 


“Section 119 of the House bill is the same as 
section 217 of the Revenue Act of 1926, except 
for the provision (sec. 119 (a) (1) (C) treating 
the income derived by a foreign central bank of 
issue from banker’s acceptance as income from 
sources without the United States. . Inasmuch as a 
foreign central bank of issue is a foreign corpora- 
tion, the effect of the provision is (under sec. 231 
(a) of the bill—which is taken from sec. 233 (b) 
of the 1926 act) to exempt such income from 
taxation. Generally speaking, the chief ways in 
which a foreign bank of issue employs its surplus 
funds in the United States are (1) on deposit with 
banks; (2) invested in short-time Government 
securities; and (3) in bankers’ acceptances. At the 
present time the law exempts from taxation in- 
come derived from the first two sources (secs. 233, 
217, and 236 of the 1926 act), but taxes income 
derived from bankers’ acceptances. Foreign banks 
of issue with surplus funds to invest must seek 
the most liquid short-time investments available. 
The present law tends to keep foreign funds out 
of our market and to force American merchants to 
finance their transactions abroad rather than 
through the dollar acceptance. This handicap on 
the free development of our dollar acceptance 
market should be removed. It should be inted 
out, however, that the provision is applicable only 
to a central bank of issue and is not applicable to 
investments by other foreign corporations or non- 
resident individuals.” 


Farm Situation As Seen by Bankers 


ITH the nation’s attention centered 

on the fight made in Congress and 
now carried to the political conventions for 
some form of relief for the farmer, the 
Guaranty Trust Company of New York and 
the National Bank of Commerce in New 
York have just issued surveys of agricul- 
tural conditions that are particularly inter- 
esting. 

“The position of agriculture is distinctly 
better than a year ago, or, for that matter, 
than at any other time in many years,” says 
the Guaranty Trust bulletin. “The chief 


factors in the farming situation at present 
are the strong background provided by the 
recovery of purchasing power in 1927 and 
the comparatively high prices now prevail- 
ing in the markets for leading farm prod- 
ucts. It is true that these prices are due 
in some cases to conspicuously unfavorable 
crop prospects. In general, however, prices 
are more significant influences than crop 
yields in determining the volume of aggre- 
gate farm earnings, so that a small crop, 
often as not, brings greater returns than 
a large one. 
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“Purchasing power of winter wheat pro- 
ducers will be curtailed this season by the 
unusually poor condition of the crop and 
the large acreages abandoned, but the reduc- 
tion will be partially offset by the higher 
prices received. It is still too early to pre- 
dict the outcome of the spring wheat har- 
vest, but it is clear that planting is being 
greatly stimulated by the winter wheat situ- 
ation. The price of cotton is about 35 per 
cent higher than a year ago, and the price 
of corn 20 per cent higher, while oats, rye, and 
other products have also advanced sharply 
in the last twelve months. Cattle prices have 
been at high levels for scme time, while 
the acute weakness of hog prices in the 
last year has been followed by a strong 
recovery in recent weeks.” 


The Corn Belt’s Position 


M. MILLER, statistician of the Na- 

tional Bank of Commerce, in an article 
in the Commerce Monthly on “The Position 
of the Corn Belt: Its Relaticn to the Do- 
mestic and International Markets,” says that 
the export trade of this section’s products 
is meeting severe competition in the inter- 
national market, and if the agriculture of 
the region is to survive, the tariffs on its 
products must be maintained at effective 


rates. “For, it is so obvious,” he continues, 
“as to require no demonstration that an 
agriculture carried on on old lands, with its 
costs determined on a high internal price 
level, cannot without protection compete with 
that of virgin lands in other countries. 

“So far as the Corn Belt produces for the 
protected domestic market, that is, those 
commodities of which the export surpluses 
are negligible and imports are unimportant, 
tariffs being effective in keeping them out, 
the position of the farmers there is as gcod 
as that of producers in other industries, al- 
ways assuming, of course, that other things, 
such as productivity of labor, are equal. 
To the extent to which Corn Belt farmers 
produce for the international market, they 
are at a serious disadvantage in respect to 
costs. 

“The major problem of the region in re- 
lation to its international market is in the 
export of lard and pork products. It is still 
true that this territory is without a peer 
from the standpoint of suitability for the 
growing of corn, but it does not follow that 
its swine producers are in a sufficiently ad- 
vantageous position to enable them to con- 
tinue to export at a profit in larger volume 
than before the World War. 


Foreign Competition 


66 ARGENTINA, South Africa and some 

other parts of the African Continent 
are expanding their corn crops at a fairly 
rapid rate, but at present they have no im- 
portant swine industries. Whatever campe- 
tition these regions now offer to American 
pork products is through the addition which 
their exports of corn make to the supply 
of feed grains in Europe. Despite disad- 
vantageous locations with regard to ship- 
Ping, it seems certain that this indirect form 
of competition will increase, while there is 
always the possibility that hog production 
may expand.” 
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he world’s most 
frequently 
consulted book 


T is impossible to know the number of 

times that Bell System telephone direc- 
tories are consulted each day. Yet it is safe to 
say that they are the most frequently used 
books in the world.. More than 1goo separate 
directories are issued, most of them twice a 
year. An aggregate of over 31,000,000 copies 
is required annually. From these directories 
more than 56,000,000 calls are made a day 
over the wires of the Bell system. 


Basic facts on American Telephone 

and Telegraph as an investment 
With its predecessors, the American Tele- 
phone and Telegraph Company has paid 
dividends regularly for forty-seven years. Its 
stock is held by more than 420,000 investors. 
It is constantly seeking to bring the nation’s 
telephone service nearer to perfection. It 
owns more than 93% of the combined com- 
mon stocks of the operating companies of the 
Bell System which furnishes an indispensable 
service to the nation. 


Write for booklet “Some Financial Facts” 
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Errors! 


RIPLE accuracy is provided by 
the new triple accuracy Instant 
Safe-Guard Check Writer: 


1. Multiple keyboard control 


2. Individual column correction keys 


3. Amount seen before printing 


Easy, quiet operation, gravity feed 
for quick centering of check and 
automatic protection of the payee’s 
name, contribute to greatest speed as 
well as accuracy for the 


Instant 
Safe-Guard 


Write for Sample Checks and Prices 


SAFE-GUARD 
CHECK WRITER CORP’N. 
LANSDALE, PENNSYLVANIA 
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mental and departmental banks. Since even 
the former type of bank occasionally ob- 
tains some income from other than strictly 
deposit business, the separation into the two 
groups was made somewhat arbitrarily ac- 
cording to this rule: All banks, approx- 
imately 98 per cent of whose income was 
derived from commercial and savings de- 
posit banking and miscellaneous small items 
were placed in one group, designated as 
Group A, and all which reported an income 
of at least 2 per cent from sources other 
than commercial and savings deposit banking 
(namely foreign exchange, trust services and 
safe deposit vaults) were placed in Group B. 

The aggregate of income and expenses, 
and net current earnings for the forty-eight 
reporting banks, segregated into the two 
groups of non-departmental and depart- 
mental banks respectively, was as follows: 


Gross current income from banking operations...... 
Total current expenses of banking operations........ 


Net current earnings from banking operations....... 
Net current earnings from operation of bank buildings.... 


Total, net current 


Analyzing Bank Income and Expenses 
(Continued from page 942) 


H and O, practically the same « 
exists between the ratios for the two groups 
of banks and for the total number. Now 
the proportion of time to gross depo its for 
these particular reporting banks (c: mputed 
on the basis of the average for 192:)) hap- 
pens to be 50.4 per cent for the non-depart- 
mental banks and only 39.7 per cent for the 
departmental banks. For this reason we 
should expect the group of non-depari mental 
banks (that is, those doing a deposit bank- 
ing business almost exclusively, witli little 
or no income from foreign exchange, trust 
department or safe deposit vaults), to show 
a higher percentage of expense on account 
of interest paid than the departmental banks 
which happen to have a substantially lower 
proportion of savings and time deposits 
The above percentages substantiate and 
confirm this expectation, indicating as they 


icidence 


From these actual figures the following percentages were 


computed: 


A. Per cent of gross current income from banking oper- 


ations absorbed by current expenses.......... 


GrounA Group B 
21 Non-Depart- 27 Depart- 
mental mental 
Banks Banks lotal 

$7,228,879 $10,357,768 $17,586,647 
5,864,129 8,232,346 14,096.475 
$1,364,750 $2,125,422 "$3,490,172 
127,336 161,689 29/025 
or $1,492,086 $2,287,111 $3,779,197 
81.1 79.5 80.2 


B. Per cent of gross current income from banking oper- 
ations remaining for net current earnings from 


C. Per cent of total 


banking operations 


f net current earnings derived from 
banking operations 


91.5 92.9 92.4 


D. Per cent of total net current earnings derived from 


It will be observed that the margin of 
difference in these percentages as between 
the two types of banks and as between each 
separately and the total is very slight. Coming 
now to another set of percentages there is 
shown the proportion of gross current in- 
come from banking operations absorbed by 
the various principal items of operating ex- 
penses : 

It will be noted from the above that with 
the exception of the items E, P and F, and 


operation of bank buildings................. 


7.1 


do that the interest expense for the non- 
departmental group is 3.1 per cent higher 
than for the departmental group. We 
should also expect that group of banks 
whose proportion of time to gross deposits 
is the greatest, to show a smaller ratio of 
expense on account of salaries for the rea- 
son that the lower rate of turnover for time 
deposits would presumably require a smaller 
amount of clerical help than would be the 
case in banks where the checking activity is 


Group A Group B 
21 Non-Depart- 27 Depart- 
Per cent of gross current income from banking oper- mental mental 
ations, absorbed by: Banks Banks Total 
BR. 45.3 42.2 43.5 
Operating expenses (exc. of interest): 
. Salaries and services (incl. directors’ fees but 
excl. of legal fees and chauffeurs’ wages)... 17.8 19.9 19.0 
H. Taxes other than real estate............-0008- 4.3 3.6 3.9 
J. Printing and stationery.............cceeeeeees 2.1 2.1 2.1 
K. Telephone and 4 
L. Postage and eee 7 7 
M. Publicity and expansion...........eeeeeeeeeee 1.2 1.0 1.1 
N. Furnishings, equipment and fixtures........... 1.1 1.0 1.0 
O. All other, incl. legal fees and expenses, books 
and periodicals, delivery service, travel and 
other items not specified..............00008 1.8 2.3 2.1 
P. Total, operating 35.8 37.3 36.7 
Q. Total expenses (E plus P).........seeeeeeseeees 81.1 79.5 80.2 
R. Net current earnings from banking operations (same 
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greater by virtue of a greater number of 
demand deposits. This expectation is also 
confirmed by the above table from which it 


at the salary expense for the non- 


appears th 
departmental banks, whose proportion of 
time to gross deposits is greatest, is 2.1 per 


cent less than is shown by the departmental 
hanks for the corresponding item. In other 
words, it is apparent that interest paid (Per- 
centage E) and its coordinate, “all other 
operating expenses” taken as a whole (Per- 
centage P), and salaries (Percentage I) re- 
flect directly the element of time deposits 
so that the proportion of this class of de- 
posits may be expected to influence the per- 
centages. 

Percentages H and O seem to show, on 
the basis of the returns from the forty- 
eight banks, what might be regarded as a 
substantial variation for the two groups of 
banks. But this difference cannot properly 
be attributed to the fact that the two groups 
represent different types of banks. That is 
to say, it cannot be concluded on this evi- 
dence that the non-departmental banks as a 
class, should normally be expected to show 
a higher percentage of expense on account 
of taxes and a lower on account of “All 
other expenses” than the departmental 
banks, for the reason that it happened that 
in the year 1926 three of the reporting banks 
in the non-departmental group were bur- 
dened with an apparently abnormal tax ex- 
pense, while on the other hand the high 
ratio of the “all other” expense item for the 
departmental group was due to unusually 
heavy legal fees paid by a single bank in 
this group. With respect to the other per- 
centages indicated above (ie. G, I, and J 
to N inclusive) it will be noted that the 
coincidence between the percentages of the 
two groups is close. 

The conclusion appears justified, there- 
fore, that the classification of these particu- 
lar forty-eight banks into the two groups, 
non-departmental and departmental, is with- 
out significance, since (1) the majority of 
the expense percentages are substantially 
the same in each group, and (2) whenever 
the percentages do differ materially, the 
reason for the variation can be traced di- 
rectly to causes arising from circumstances 
which have little or no bearing on the classi- 
fication itself. Whether, however, these 
coincidences in the percentages between the 
two groups of banks would be maintained, 
or would show a significant degree of di- 
vergence, were we able to base the computa- 
tion upon returns from a larger and there- 
fore more representative number of banks, 
is of course something that can only be de- 
termined when more comprehensive data 
than we have at present are available for 
analysis. 

One very important aspect of this subject, 
as above emphasized, is the hope that ulti- 
mately there may be evolved from the sim- 
ple classification used in the present sched- 
ule, which calls only for aggregate figures 
for an institution as a whole, a classifica- 
tion of income and expenses for depart- 
mental banks according to banking functions, 
so that the cost of each separate function 
may be arrived at. When that can be ac- 
complished, far greater accuracy in com- 
parisons between banks can be attained, be- 
cause the banks can then be grouped wholly 
according to functions and functional per- 
centages worked out. 


Fine Offices Deserve 


Fine Chairs 


To you who would discriminate between the finest in 
chair craft and the other kind. — 


To you who prefer dignity, character and enduring 
worth, contrasted with the ordinary. 


To you who insist upon full and complete assurance that 
you will obtain all of these qualities in the greatest measure, 
we direct you to MILWAUKEE CHAIRS. 


These famous chairs are recognized by officials of promi- 
nent banks, big business institutions, and by professional 
men, as the standard of beauty and utility. They instinc- 
tively trust the leadership built by quality. 


Milwaukee Chairs are made in a great variety of styles and 
designs, out of which you can select the very type that 
will exactly harmonize with your surroundings. 


Photographs of chairs suitable for your needs will be 
gladly submitted. Write to the Milwaukee Chair Co., 
624 South Michigan Ave., Chicago, and a representa- 
tive will call to see you. 


CHAIRS 


MILWAUKEE 
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The Question of Rent 


IRTUALLY the only part of cur sched- 

ule which gave any trouble was that 
which provided for reporting the expense 
of occupancy. Of the forty-eight reporting 
banks, seven lease their quarters and for 
them it was a simple matter to enter the 
actual out-of-pocket expense for rent and 
other collateral expenses of occupancy, as 
the actual cost of cccupancy. But for most 
| of the remaining forty-one banks which oc- 


cupied quarters in their own buildings— 
some of them occupying the entire building 
and some leasing a portion to other tenants 
I | and some having branches which they occu- 
I INT pied under lease while owning the head office 
building—the question of determining the 

| cost of occupancy was not so simple. 
i OMPANY Probably the management of none of 
these banks would deny (certainly not 
after giving some thought to the mat- 
| ter) that the expense of occupancy, which 
Government, municipal, railroad, should of course include a proper deprecia- 
tion charge, is a very important item of 
bank operating expenses, nor would it be 
maintained that this expense should not be 
. . ‘oe taken into consideration on any sound prin- 
trial and fo reign securities ciple of accounting, even though it may not 
have been the practice actually to make a 
rental charge for the bank’s own quarters 
Offices as a matter of bank bookkeeping. Obvi- 
ously to ignore it altogether as a factor of 
CHICAGO NEW YORK operating expense and to set up the expense 


208 So. LaSalle Street 5 Nassau Street statement, either consciously or unconscious- 
ly, on the assumption that because the bank 


MILWAUKEE, WIS. HOUSTON, TEX. | may own its own quarters it is under no 


1412 First Wisconsin 505 First National expense on this account and is getting its 


Nat’! Bank Building Bank Building rent free, is to deceive one’s self. And, the 
| fact that when this is done it may make no 


difference in the final total net profits of the 
MINNEAPOLIS, MINN. KANSAS CITY, MO. institution is but a begging of the question, 
731 Metropolitan 209 Dwight for banks are presumably in business for 
Bank Building Building banking purposes and not for the profits 

they can make out of real estate. That is 

CLEVELAND, OHIO DES MOINES, IA. to say, the extent that they engage in real 
1637 Union Trust 214 Equitable estate operations, whose principal object is 
Building Building to enable them to occupy quarters of their 
own, is, or certainly should be, incidental to 


ST. LOUIS, MO. WICHITA, KANSAS their real functions. 


1703 Boatmen’s Bank 1006 Union National On the other hand, the fact that these op- 
Building Bank Building erations are not entered upon primarily be- 


cause of the profit that may accrue from 
them, or for the direct and conscious pur- 
pose of adding to banking income, does not 
" ‘ imply that the space in buildings erected by 
Affiliated with banks for their own occupancy should be 


rented—either exclusively or only in part to 


themselves—at anything less than a figure 

IN TINEN' TA which will represent a fair return on the 

investment. In other words, a bank ought 

to charge itself rental for the space it occu- 
NATIONAL BANK pies in its own building based upon the fair 
rental value of the quarters occupied and 

such as will allow itself a fair profit just 

& TRUST COMPANY the same as it ought to do for quarters in 

the same building which may be available 

OF CHICAGO for leasing to other tenants. To do this is 
not only merely good business but it is 
necessary in order that the bank may have 
a clear idea of what its profits may be from 
the business for which it was organized, 1.e. 
banking, and obviously it cannot know to 
what extent its banking business is profit- 
able, or whether it is profitable at all, if 
there is no segregation of what are strictly 
earnings or losses on account of the opera- 


tion of the building, from earnings or losses 
arising from banking transactions. And, 


public utility, real estate, indus- 
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certainly it would seem that any bank ought 
to want to know how much money it is 
making out of banking. If 75 per cent of 
a bank’s net profits were in reality due to 
its building account and only 25 per cent to 
banking operations, such an institution might, 
it would seem, more properly be character- 
ized a real estate enterprise than a bank. 


A Neglected Principle 


LL of this will undoubtedly seem to 
many bankers.to be laying unnecessary 
emphasis on a very rudimentary and rather 
obvious principle. Nevertheless, of the 
forty-one banks in the First Federal Reserve 
District which own their buildings and which 
made a return of income and expenses on 
our schedule, no less -than twenty-seven, or 
66 per cent, do not (or did not in 1926) 
charge themselves rent for quarters occu- 
pied in their own’ building. Moreover, in 
the case of the fourteen banks which did 
charge themselves with rental for quarters 
in their own building, the charge was clearly 
insufficient in at least’ seven instances. And 
there were numerous cases of banks which 
made a charge to tenants but not to them- 


selves. 


The result of revisions made by us in 


this part of the schedules, with the approval 
of the banks, was to transform what had 
been returned in numerous instances as 
building operating losses into profits. In- 
deed, if the returns of all the forty-eight 
reporting banks had been accepted at face 
value they would have shown an aggregate 
loss on their building operating account of 
$93,689, whereas when this section of the 
schedule had been duly revised, aggregate 
net earnings of $289,025 on account of the 
operation of the buildings was indicated. 

It is, however, only fair to say that in 
many cases failure on the part of banks 
owning their quarters to charge themselves 
rent has doubtless hitherto been due not so 
much to real indifference or lack of appre- 
ciation of the importance of the subject as 
to the difficulty of determining a proper and 
fair basis for such a charge, so that in the 
absence of an accepted standard nothing at 
all has been done about it. 

Many questions will at once arise when a 
bank owning its building undertakes to de- 
termine what it should charge itself for 
rental. Here are a few of them: Should it 
charge itself on the basis of square feet of 
floor space occupied, and if so should the 
rate be the same for the bank quarters as 
for space leased to other tenants? In the 
case of space available for other tenants, 
how should the losses on account of vacan- 
cies be distributed—should they be charged 
up wholly to the tenants in fixing the prices 
for them, or borne partly by the bank? If 
a different and higher rental value is deemed 
fair for the bank’s ground floor quarters 
than for space on other floors, how should 
this excess value be determined? Should it 
be merely on the basis of what the lessees 
of mercantile property in the neighborhood 
have to pay, or should an arbitrary amount 
be charged, representing somebody’s best 
guess as to the superior “rental value” of 
banking quarters which are apt to be more 
ornate and spacious and generally more im- 
pressive in appearance than is customary in 
any other line of private business? Should 
cubic feet of quarters occupied be taken into 
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urq! lars ¢ 
wasting their time 


That’s a mighty comfortable feeling 
for any banker to have. It comes im- 
mediately after the installation of a 
Diebold Burglarproof Vault Door and 
lasts indefinitely as does the Door. 


In design, workmanship and appearance 
these doors are unexcelled as the thou- 
sands in banks throughout the world will 
testify. In addition—three notable fea- 
tures of extreme importance are embodied. 


Thermatic Locking Device—an exclusive 
Diebold feature that jams the locking bolts 
immediately when heat from a cutting 
torch strikes the door. 

Daylight Locking Device —making it im- 
possible for thugs to imprison bank em- 
ployees in the vault. 


10% Burglary Insurance Rate Reduction— 
granted by Insurance Underwriters. 


Specify these features when ordering Diebold 
Bank Vault Doors. 


DIEBOLD SAFE & LOCK co., CANTON, OHIO 
Dealers or Branches in Most Leading Cities 


DIEBOLDSAFE 
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We Are Going 
Your Way 


The cost of delivering a truck load of 
merchandise is reduced in proportion 
to the quantity carried. Mass trans- 
portation, like mass production, cuts 


down the per unit expense. 


You can secure the advantage of the 
lowest per item overhead and other 
cost of collecting your business by tak- 
ing advantage of our great volume of 
transit and collection items, the largest 
handled by any bank in the country. 


Add your load to ours. Let us give 
you a lift. We are going. your way. 


All items received at par. 


HE... 


PHILADELPHIA | 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . $53,400,000 
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account as well as, or instead of, floor space? 
Indeed, is the prevailing rate for rentals of 
other mercantile property in the community 
a fair criterion at all? Or, should a bank 
pay a rental for quarters occupied (and 
charge itself correspondingly when it occy- 
pies its own quarters), an amount based on 
its earning power, like any business which 
charges all that the traffic (the consumer) 
will bear? But this whole problem as to 
what a bank ought to pay for rent, meaning 
by that, on what basis the rental value of 
the property may properly and fairly be 
fixed, would seem to be in reality a problem 
in real estate economics rather than one of 
banking. 


A Simple Method 


ENDING, however, the results of fur- 

ther study, it has been found possible by 
a very simple method to arrive at a rental 
value figure which, if not exactly scientific, 
nevertheless reflects an amount which it is 
believed a bank may in most cases, with a 
considerable appearance of fairness, charge 
itself for quarters occupied in its own build- 
ing. This is to assume that the expense of 
operating and maintaining the building (in- 
cluding taxes, insurance, depreciation, wages 
of building employees, and other collateral 
expenses of occupancy) represents approx- 
imately two-thirds of its rental value. By 
this method of computation the total rental 
value of the building less the amounts re- 
ceived for rentals to other tenants, is the 
amount which the bank may fairly charge 
itself as rent for its own quarters; if there 
are no other tenants, the bank would natu- 
rally charge itself with the whole rental 
value of the building, or 50 per cent more 
than the expense of maintenance. For ex- 
ample, if the cost of maintenance is $20,000, 
the rental value of the building would be 
put at $30,000. This is the rule which we 
applied in our study in the case of all the 
banks that did not, according to their re- 
turns, make a definite charge against them- 
selves for rent. 

But, in fairness to the reporting banks, 
this was not done in any instance without 
first consulting the banks as to the reason- 
ableness in their judgment of the estimated 
rental value, for it was desired to avoid 
arbitrarily altering the schedules as filed, or 
to seem to do so merely in accordance with 
a preconceived theory, if the amount sug- 
gested as a rental charge in accordance with 
the formula here described did not appeal 
to the individual bank as a proper one. 
However, with very few exceptions, the 
amount suggested was accepted as a fair 
and reasonable one and, furthermore, the 
rental value of the building as thus de- 
termined seemed to reflect in most cases a 
fair, or at least a conservative, rate of re- 
turn on the investment. 


Money in Circulation. 


Money in circulation on April 30, 1928, 
was $4,748,458,057, against $4,890,607,185 on 
April 30, 1927. The per capita this year was 
$40.20 against $41.95 in 1927. The high 
per capita circulation in the Treasury’s his- 
tory was on Oct. 31, 1920, when it was 
$53.60. On Jan. 1, 1879, it was $16.92. 
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What Chicago Learned 
From its Trade Census 
(Continued from page 954) 


eaten up by overhead as they turn their 
stocks rapidly or slowly. 


The Automotive Turnover 


OR automotive retailers the average 

turnover is 9.8 times a year. The detailed 
figures, however, show that the automobile 
dealers proper turn their stock 11.6 times a 
year while the accessory shops average only 
5.8 and the motorcycle and bicycle concerns 
4.6. 

While on the subject of the sale of auto- 
mobiles, one of the most interesting distribu- 
tion items of the moment, it is interesting to 
note that Chicago wholesalers in 1926—the 
best year to date in the automobile indus- 
try—did a gross business of $138,498,100 in 
cars, trucks and tractors. Accessory busi- 
ness, in addition, ran to $104,923,800. At 
retail the gross sales of the 457 outlets for 
automobiles were $100,743,700 while those 
for 1408 accessory shops came to $38,894,- 
900. 

Altogether, the retail value of automobile 
and accessory sales in the area came to 7.1 
per cent of the total retail sales volume of 
slightly less than $2,000,000,000. 

Another luxury that has come into no 
little prominence in the last few years and 
now has a place in a big percentage of 
American homes—radio—contributed $11,- 
044,000 to the total retail sales of the area 
in 1926. This item comprises 4.3 per cent 
of the total spent for furniture during the 
period and, when it is considered that the 
entire outlay for furniture constituted only 
13.6 per cent of the aggregate retail sales 
for the year, radio really takes a back seat. 

In the detailed figures on furniture, house 
furnishings take up 34.0 per cent of the 
total with furniture adding 30.6 per cent. 

The scope of the report, its purposes and 
methods, the reasons and events behind its 
compilation, and its significance as a whole 
rather than as applied to particular cases 
provide an interesting story in themselves. 

The survey was suggested as feasible 
through the important studies conducted for 
years by the United States Bureau of the 
Census on manufactures. These have been 
compiled every two years and were known 
to present a complete picture of that type of 
business. Yet nothing of the sort had even 
been done in the merchandising line. 

The merchandiser has had very limited 
information on the volume of goods sold in 
his classification from year to year, whether 
the business is wholesale or retail. He has 
known nothing of the’ number of people em- 
ployed in his and associated lines and even 
less of the average salaries received. He 
has had only his own figures to provide him 
with a standard by which to judge the effi- 
ciency of any given employee or salesman. 
The Chicago study of the situation was 
launched coincidentally with similar an- 
alyses in ten other cities to meet these needs. 
The completed survey covers the find- 
ings on wholesale and retail operations of 
48,521 establishments within the corporate 
limits of the city of Chicago for the year 
1926. Of these, 7297 are wholesale stores 


4 


eo. protected by A. D. T. Phonet- 
alarm Systems are safe from any attack. 
In fact, a successful attack has never been 
made on a vault protected by A. D. T. 


Hammering, drilling, burning and other noises 
originating on the outer surfaces or within the 
vault structure cause an immediate alarm to 
be transmitted by sensitive sound detectors. 


Leading banks throughout the country are 
protected by A. D. T. Phonetalarm through 
113 A. D. T. Central Offices and by A. D. T. 
Local Phonetalarm Systems. Ask for com- 
plete information and let A. D. T. make your 
vault protection positive. 


Controlled Companies 


AMERICAN DISTRICT TELEGRAPH CO. 
183 Varick St., New York, N. Y. 
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LETTER 
BRANCH 
AIR MAI 


FOREIGN 


SAVE POSTAGE 
FILING SPACE 
AND COST LESS 


FACTURING CO. TURNERS FALLS, MASS. 


and 41,224 retail. The tabulations include 
sales of seventy-nine different kinds of mer- 
chandise dealt in by sixty-one different types 
of establishments. 

The Chicago Association of Commerce js 
proud of the tremendous volume of whole- 
sale trade represented in the figures for 
1926. The wholesale volume for the year 
closely approximated $5,000,000,000. 

In transacting this business, the whole- 
sale establishments of the city gave employ- 
ment to 122,181 persons while firm members 
and proprietors involved totaled 4474, an ag- 


gregate of 126,655. The salaries and wages 


of employees, exclusive of compensation or 
earnings of the proprietors, totaled $258- 
068,800. 

The average inventory for the year at 
cost for the 7297 wholesale establishments 
was $281,411,400 while at the close of the 
year the audit revealed a value oi $264. 
950,000 on_merchandise on the shelves. The 
average turnover, based on total sales of 
$4,844,761,000, was 17.2 times a year. 

Turning to the retail figures, the sales for 
the’ year fell just short of $2,000,000,000, in- 
dicating that the gross value of the whole- 
sale business for Chicago’ is approximately 
two and one-half times its actual consump- 
tion without allowing for the disparity be- 
tween wholesale and retail prices. 

There are 41,224 retail establishments cov- 
ered by the census which give employment 
to 183,217 persons in addition to 39,181 firm 
members and employees, an aggregate of 
222,398. The salaries and wages of the em- 
ployees amounted to $263,126,600 for the 
year. Average inventcries totaled $269,- 
751,000. 

Another interesting fact developed by the 
survey is the relation of the chain store sales 
to the gross retail business. For the year 
this type of store, which included 6429 
éstablishments, did a business valued at 
$735,861,300 against sales of $1,245,459,100 
for the 34,795 independently owned retail 
concerns listed. 

Aside from the magnitude of the gross 
business of the wholesale and retail estab- 
lishments of the city, amounting to close to 
$7,000,000,000, the total number of em- 
ployees and proprietors engaged in these 
lines is significant. There are more than 
348,000 persons so employed which is in ex- 
cess of 10 per cent of the entire population 
of the city. The annual payroll for the mer- 
chandising groups amounts to upwards of 


$521,000,000. 


REPORT OF THE INDUSTRIAL RE- 
SOURCES OF OKLAHOMA.  Pre- 
pared for United States Senator W. B. 
Pine, of Oklahoma, by Lockwood, Greene 


& Co., New York. 


This book reviews from an expert engi-' 


neering standpoint all available information 
about Oklahoma on subjects related to in- 
dustrial development, as well as interesting 
data on the state’s history, geography, to- 
pography, and climate. 


A new means of transportation is the 
advance guard of a new era of. prosperity. 
The new means develops its own opportuni- 
ties and usually supplements and comple- 
ments the old. We are entering upon a new 
phase of transportation. If the rule holds 
good, then the development of air lines 
should generously add to national prosperity. 
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Regional Clearing House 
(Continued from page 957) 
ing house association methods, for these 


reasons 
First, it saves the’ duplication of expense in 
employing special examiners, making the plan easy 


to adopt by states. ; 

Second, it becomes absolutely uniform throughout 
a state, taking in all banks, both good and bad, as 
contrasted with the city clearing house plan which 
takes in only such banks that can qualify. The 
Nebraska plan takes them as they are, hoping to 
make them better. 

Third, it has the advantage over a clearing house 
association such as Chicago’s in that it escapes re- 
sponsibility for failures as the examinations are in 
legal hands, yet it uses all its powers to prevent 
failures and improve practices. The association 
becomes effective without being weakened with the 
blame for its imperfections as would be the case if 
it were patterned after the Chicago plan. 

Fourth, the results of the Chicago plan can be 
gradually approached through regular, legal chan- 
nels under the Nebraska plan and made uniformly 
available whereas the Chicago plan never could be 
adopted to the country as a whole. 


Other Advantages 


HERE are other advantages in the re- 

gional clearing house association idea. 
Take, for example, the Nebraska plan, where 
a model district has been set up for the pur- 
pose of demonstrating its practicability. A 
group of five counties were taken for the 
experiment, with Fremont, a city of 15,000 
people, the geographical center of the dis- 
trict. There are in these five counties ap- 
proximately sixty state banks in cities and 
villages running all the way from 200 to 
15,000 in population. There are also nine 
national banks in this territory. The banks 
of the territory organized a voluntary clear- 
ing house association, and some forty-eight 
of the state banks and two of the nationals 
voluntarily paid their dues and became mem- 
bers. No particular effort has been made 
to have them all join, as full membership 
is not essential, though desirable. The plan 
depends on legal authorities for examina- 
tions, so we get the desired results so far 
as examinations go, whether all banks are 
members of the association or not, and the 
moral force of the association is effective 
without a 100 per cent membership. 

The state examiner assigned to our sixty 
banks is doing his work very thoroughly, 
is very enthusiastic over it, and has a sense 
of responsibility that has not heretofore 
characterized state bank examiners. The 
association furnishes him an office and sup- 
plies him with such help as he’ may need 
for preparation of his credit bureau files. 

The association has its regular quarterly 
round-table meetings, devoted to the study 
of better banking practices, and, in addition, 
the directors meet monthly or as often as 
is necessary to consider problems that come 
within their jurisdiction. 

The association has recently terminated 
a very vigorous campaign, which was state- 
wide, against a certain policy that had a 
tendency to stimulate the granting of addi- 
tional charters for new banks conditioned 
upon the sale of assets of banks that. were 
being liquidated. This policy was very 
detrimental to the best interests of the state, 
and it took a-state-wide campaign to change 
it, but this association succeeded in doing so 
and thereby rendered a most effective ser- 
vice to the state as well as to the banks. 

The association also has dealt with three 
bank failures since it was organized last 
September, and succeeded in rendering most 
effective service, which was recognized: not 
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econd largest 
bank in the 


country in the col- 


lection of checks 
throughout the. 


United States. 


Member Cleveland 
Clearing House Association 
“TRUST «a. 


The UNI 


CLEVELAND 
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On Guard 
at Madison Square / 


HERE comes a day when famous land marks must give 

way to the march of progress. Such is the case with the 
old Garden at Madison Square — host to every variety of 
exhibition — a sporting palace in days gone by. 

On this famous old site, the New York Life Insurance 
Company has erected a magnificent building — a towering 
tribute to modern architecture and a monument to safety 
and permanence. 

For the protection of its valuables, the Company has in- 
stalled in this new building a Steelcrete Armor Mat Vault 
—the Vault System used in the New York Federal Reserve 

- Bank and now being installed in the Baltimore Federal 
Reserve Bank. Steelcrete Armor Mat Vaults defy torch, 
drill and blasting. Walls, floor and ceiling are hard as con- 

crete and tough as steel. Thousands of heavy 
strands of steel embedded in concrete make up 
the perfect Steelcrete entanglement. 

We will be pleased to send full details of Steel- 
crete Armored Vaults to bank executives, archi- 
tects and others who must adequately protect 
valuables of every description. Write us today. 


The Consolidated Expanded Metal Companies 
Steelcrete Building, Wheeling, West Virginia 


Atlanta Cleveland Pittsburgh New York 
Boston Philadelphia Chicago Buffalo 


OTHER STEELCRETE PRODUCTS FOR SAFETY 
Diamond Mesh Panel Guards... Metal Lath 
Fabric for Concrete Reinforcement 
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only by the State Banking Department by 
by the bankers themselves. 

In one case the association succeeded jn 
having the losses cleared out of a bank 
that has been closed, and the bank reopened, 
saving the creditors at least $10(,000 ang 
preventing liquidation, which would haye 
been a disaster to the community and a 
corresponding loss of public confidence jp 
banks in general. 

In the other two cases it set up moral 
standards and brought about a united action 
in the public interests that was most bene- 
ficial to the community. 

The association is determined that no more 
banks shall be chartered where the’ needs 
of the community do not require them, and 
is conducting a most vigorous campaign of 
protest along this line, which already in two 
cases has proved most effective. In fact, 
the association has established this policy 
so thoroughly that the burden of getting a 
charter is so great that few will undertake 
it in the future unless a new bank is actually 
needed. 

Therefore, as a result of the experi- 
ence thus far of the First Nebraska Regional 
Clearing House Association, it may be said: 

First, that it has justified its existence 
many times over by crystallizing public opin- 
ion as well as banking opinion along lines 
of safe and sane banking methods. 

Second, the association has greatly im- 
proved the banking practices of its members 
through. its quarterly round-table meetings, 
which have enabled them to work in har- 
mony in stabilizing interest rates and in 
protecting the public against unfair prac- 
tices to an extent that they had never here- 
tofore been able to do. 

Since the experiment has been under way, 
thousands of bankers throughout the United 
States have been watching it with interest 
and considering it with a view of urging 
its adoption in other states. Some states 
are taking it up, and commissioners of state 
banking departments are considering plans 
for its adoption on a state-wide scale. Its 
successful introduction is so simple that one 
can only marvel that it was not undertaken 
long ago. 


Diary of a Trust Officer 


(Continued from page 949) 


pany as a buffer and these designing friends 
have long since learned that we will not con- 
sider their propositions. So Miss Sullivan 
is enjoying the sunset of her life secure in 
the knowledge that her trust is now earning 
enough to provide for her the necessities 
and even luxuries of life, and that as long 
as she lives she will be free from want and 


poverty. 


Wholesale Prices Rise 

Wholesale commodity prices have now 
been rising for three months, according to 
the indices of the National Bank of Com- 
merce in New York. A further advance of 
1.3 points in the index of May reflects the 
influence of unfavorable spring weather on 
the crop outlook, says the bank’s Commerce 
Monthly, but there is something more funda- 
mental involved, it adds. Since February 
the majority of price changes have been up- 
ward, and declines, except in special cases, 
have been small. A broad upward move- 
ment of this sort, the Commerce Monthly 
holds, is evidence of correction in the inter- 
national supply and demand situation. 
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Installment Credit Need 
(Continued from page 964) 


play no part. These goods are not in any 
sense producer goods. They will not be 
turned over in a manufacturing or a mer- 
cantile cycle which will bring back the 
money paid for them, and expended upon 
them, plus a profit. They are not regen- 
erative of income or reproductive goods in 
any sense. They are goods that at once 
wilt begin to be consumed. The most strik- 
ing example perhaps is the automobile, most 
widely sold on installment selling plans. 
Generally speaking, automobiles must be 
considered consumers’ goods, subject to 
rapid depreciation. Ordinarily, when they 
are sold on the ten or twelve months pay- 
ment plan, from thirty to fifty per cent or 
more of their value will have disappeared 
through depreciation before they are paid 
for. There is no thought, therefore, that 
consumers’ goods create income to pay back 
credit extended for them. 

Under what conditions is business justi- 
fied in extending credit of this sort? 

Let us approach the development of such 
a formula from the point of view of a 
laboratory analysis of an individual con- 
sumer. Suppose we consider a man with 
an income of $5,000 a year. Let us assume 
that he has something of an ideal system of 
personal financial management. In these 
days of stable prices for the necessaries of 
life, he can budget his food, lighting, heat- 
ing, clothing bills and educational expenses 
for his children for a year ahead at a fairly 
definite sum. His rent, if he is a large 
metropolitan city dweller and probably can- 
not do otherwise than rent an apartment, 
will be another definite sum; or, if he is a 
town or suburban dweller and owns _ his 
home, his carrying and amortization charges 
and interest on his investment probably 
should about equal approximately the same 
sum, the chief advantage in owning over 
renting being the cumulative savings in the 
form of the increases in his equity acquired 
by his amortization payments. Next there 
are what we might call his protective pay- 
ments—that is, premiums on life insurance 
for the protection of his family; accident, 
health and fire insurance; possibly also en- 
dowment or provision for an annuity to help 
care for himself and wife when the family 
cycle is approaching its end and the children 
have become self-sustaining. There also 
should be his annual savings allocations; 
arbitrarily, this should represent at least ten 
per cent of his income, creating funds 
against emergencies or, if not used or re- 
duced for this purpose during the period of 
his productive years, creating an addition to 
his retirement funds at the end of his work- 
ing life. Finally, there should be provision 
for a certain amount of pleasure and cul- 
tural expenditures for himself and family. 
Assume that this schedule of payments pre- 
empts $4,500 of his $5,000 income, leaving 
clear a surplus of $500. 

Possibly we may assume that this $500 
surplus represents a fair amount for which, 
at the beginning of any year, he may 
obligate himself for installment purchases 
during the coming year—that is, for the pur- 
chase of consumers’ goods of which he de- 
sires immediate delivery and utilization but 
cannot pay for in a lump sum. 


FE J.Lisman & Co. 


Investment Bankers, 


use to 


speed record-writi ng and reduce costs-— 


‘*The Mani-Fold 
forms have proven 
their value here— 
and also in other 
offices, and with the 
ever increasing 
business it is only 
a question of time 
when the majority 
of firms will have to 
have them.’’ 


—Concluding state- 
ment by Karl Kenneke, 
Megr., Cashier and 
Bookkkeeping Dept., 
F. J. Lisman & Co. 


Y UNITING all the forms used by F. J. Lisman & 

Company into one continuous form the Mani-Fold 

method makes it possible for one operator to write 
at one time—the bill to the customer, a duplicate for the 
stock record, a duplicate for the controls, and a duplicate 
for the salesman. In addition, in the same operation is 
obtained the street and comparison bills, and the elimi- 
nation of the purchase and sales blotters. 


Thus one operator is capable of doing the work of 
two and three operators using the old system. The work 
is greatly simplified. There is a smooth, continuous dis- 
tribution of work over a number of employees at the one 
time, and errors and delays are reduced to a minimum. 

Mani-Fold forms also help reduce overhead costs by 
eliminating carbon waste, and by introducing economies 
in printing and stationery costs. A complete set of Mani- 
Fold forms printed on Hammermill Bond, for instance, 
costs as low as one-half cent. 

Investigate Mani-Fold forms for your organization. 
They can help you too, to speed record writing, and 
reduce overhead costs. 

Why not send in the coupon today for a copy of the 
interesting booklet ‘“Mani-Fold Advantages’ which con- 
tains the facts about Mani-Fold Forms. 


THE MANI-FOLD COMPANY 


Division United Autographic Register Co. 


13324 Coit Road Cleveland, Ohio 


Please send a copy of your Booklet 


“Mani-Fold Advantages” 


= 
4 um 
4 
| 
| 
| 
| 
OW 
to 
m- 
of 
| 
on 
ce 
es, 
ily 


AMERICAN BANKERS ASSOCIATION JOURNAL 


National Bank of Commerce 
in New York 


Established 1839 


Chairman of the Board 
JAMES S. ALEXANDER 
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STEVENSON E. WARD 


Vice-Presidents 


J. HOWARD ARDREY 
THOMAS W. BOWERS 
EMANUEL C. GERSTEN 
ROY H. PASSMORE 


EUGENE M. PRENTICE 
EVERETT E. RISLEY 
FARIS R. RUSSELL 
HENRY C. STEVENS 


Second Vice-Presidents 


HARRY J. CARPENTER 
HEROY M. DYCKMAN 
W. SPROULL GRAVES 
JOHN J. KEENAN 
ELLIOTT H. LEE 


Cashier 
JULIUS PAUL 


ROWLAND R. McELVARE 
JAMES M. NICELY 
JOHN B. PUTNAM 
EDWARD H. RAWLS 
HARRY A. REED 


Auditor 
PAUL B. HOLMES 


Assistant Cashiers 


TRA W. ALDOM 
ELLSWORTH C. BISSELL 
FRANCIS W. BOEHM 
JAY E. BOTTOMLEY 
ROBERT E. BROOME 
WILLIAM W.CREHORE, Jr. 
EDWARD 


JAMES F. FARRELL 
MARSHALL B. HALL 
HARRY F, LITTLEJOHN 
HERMAN SAFRO 
HENRY T. SKELDING 
ROGER TOPP 


VAN DERPOEL 


Foreign Department 


Vice-Presidents 


HARRY P. BARRAND 


JOSEPH A. BRODERICK 


FRANZ MEYER 


Second Vice-Presidents 
HERMAN G. BROCK 
FRANK STEMPLE 


Assistant Cashiers 
HAROLD F. ANDERSON 
SAMUEL D. POST 


Manager 
EZRA C. BROWNELL 


Trust Department 


Vice-President 


C. ALISON 


Trust Officers 
BEVERLEY DUER 
MELVILLE W. TERRY 


SCULLY 


Assistant Trust Officer 
THOMAS ZABRISKIE 


Midtown Office 


Second Vice-President 
JAMES S. ALEXANDER, Jr. 


Assistant Cashier 
ERNEST H. SCHNEIDER 


Capital, Surplus and Undivided Profits $70,000,000 


Each Case on Sound Lines 


WE therefore may set up tentatively this 
question: Is not the consumer and is 
not the merchant justified in creating con- 
sumer credit in an amount as indicated in 
some sort of budgeted scheme as the fore- 
going? We may be justified in assuming it 
to be true that, if each individual case of 


installment selling were constructed along 
some such sound lines, the total consumer 
credit structure of the nation as a whole 
will be a sound credit structure serving a 
valuable economic purpose. 

There is the question of reserves or se- 
curity against such credit, for there may 
again come a day of unemployment. The 
question of security and reserves in the field 
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of producer credit has been well formulated, 
The security underlying producer credit, 
even when it is considered an unsecured 
loan, is the ascertained character, capacity 
and capital of the borrower; and in the case 
of secured credits it is some such tangible 
asset as securities, warehouse receipts on the 
goods purchased with the loan, mortgages 
or acceptaiices. 

In the case of consumer credit, the goods 
themselves which are recapturable do not 
present good security since they rapidly dis- 
appear or depreciate; we do not feel that 
the recapture principle is sufficient protec- 
tion, even though theoretically amortization 
and completion of payments do run more 
rapidly than the consumption of the goods 
involved. On a broad scale this is hardly a 
sound economic principle, for the reason 
that there are uncontrollable factors involvy- 
ing the rapidity of consumption, and fur- 
thermore the process of recapture is eco- 
nomically wasteful. 


What Additional Security? 
HAT additional 


security, therefore, 
should be required? May we not con- 
sider whether a certain percentage ear- 
marked from’ the consuming  borrower’s 
savings should not be allocated as a reserve 
to further buttress the security of consumer 
credit? This might be, possibly, in the form 
of a lien on his savings or on the loan 
value of his life insurance, for only to those 
so positioned should be granted consumer 
credit. This is merely offered as a point to 
consider and not as a definite proposal. 
The American Bankers Association has 
set up an Educational Foundation to help 
finance students in economics as practically 
applied to banking. It is our thought that 
students of this kind should be better quali- 
fied to devote themselves to just such prob- 
lems as this—the development of sound 
scientific business formulas for such pro- 
cesses as are presently in something of a 
twilght zone, as is now this credit question 
of installment selling. 


Saving Independent 
Banks 
(Continued from page 931) 


rendered. The public is more interested in 
sound banks than in free service. This is 
the psychological time for establishing such 
charges, and most banks have already done 
so. Interest rates paid on time deposits 
should be reduced in many banks. This 
will increase. the earnings. Can anyone give 
a good reason why banks should pay 4 per 
cent and invest money in bonds paying 3% 
per cent? A great many banks are doing 
this. 

Bankers should be bankers, and should not 
be interested in so many other lines that 
they cannot pass disinterestedly on loans. 
They should not use the depositors’ money 
for their own investments. This also ap- 
plies in a lesser degree to the directors. 
Most banks where officers. have used the 
bank’s money to excess have already closed. 

The credit files of banks should have up- 
to-date property statements for all unse- 
cured loans. We insist on such statements 
for all unsecured loans of $500 or more. 
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IRiCTORS must actually direct, and 
D the courts are holding them responsible 
for failure to do their duty. Directors’ 
meetings must be held at least monthly. The 
officers can get more help from the direc- 
tors by taking them completely into their 
confidence and by consulting them freely and 
by insisting that they perform their duties. 
A bank with a strong, active board of direc- 
tors is usually a good bank. 


Do not buy new accounts by making un- 
desirable loans to get them. Do not buy 
paper because the interest rates are high or 
there is a discount. Losses on such paper 
in the past have been much more than the 
actual earnings and discounts received. 


The law now forbids the taking of second 
mortgages, except to secure previous debts. 
About 90 per cent of all of the other real 
estate held by banks was acquired through 
second mortgages. In many cases the banks 
would have been much better off to have 
taken a loss at the time, instead of taking 
over the property. The depositors’ money 
should be invested in the best first securi- 
ties and not in the seconds. Split mortgages, 
or small parts of large mortgage bond is- 
sues have proved especially undesirable, if 
in default, because it is usually impossible 
to get all of those interested to pay their 
part of the taxes, foreclosure expenses, etc. 

Many banks should increase their capital, 
as this is an added margin of safety to the 
depositors. Dividends should not be paid 
until all doubtful assets are removed, and 
until a good surplus has been built up. It 
is a nice feeling to have sufficient surplus 
and undivided profits to take care of losses, 
if they occur, without being obliged to pay 
in assessments. 

Losses should be charged off, as they de- 
velop, and should not be allowed to accumu- 
late with the hope that they can be removed 
with future earnings. Bad practices should 
be nipped in the bud. 


For Better Banking 


OME of the other steps that must be 

taken to insure safer and saner inde- 
pendent banking may be summarized as fol- 
lows: 


All banks should have a secondary reserve, which 
is liquid and on which money can be raised quickly, 
if necessary. 

Banks should not borrow money unless absolutely 
necessary, and should not make many new loans 
until their bills payable are eliminated. 

“Other real estate’? is a frozen and undesirable 
asset to have in banks. Every effort should be 
made to sell the same and at least 10 per cent 
should be charged off each year. Taxes on other 
real estate must be paid, or the other real estate 
cannot be carried as an asset. 

Ten per cent should be charged off each year for 
depreciation on the furniture and fixtures account. 

All property and papers, belonging to the bank, 
must be in the name of the bank, and, when neces- 
sary, recorded. 

The borrowers should be educated to the fact that 
their paper must be given attention when due. 
There is no excuse for the large amount of past 
due paper found in some banks. 

The bank’s statement must show every liability 
of the bank, direct, or contingent. The-old practice 
of a few banks discounting notes without recourse 
and then giving an oral or written promise to pro- 
tect or repurchase the notes, is now a violation of 
the law. 

All bankers should take the examiners and the 
state banking department into their complete con- 
fidence. The department and the examiners are pro- 
vided to help the banks, not to embarrass them. 


Our independent banking system is now 
on trial. We must put our house in. order. 
Much has already been done. We must 
finish the job. Let us cooperate and assist 
each other wherever it is possible to do so. 


“The stockholders will 


levy an assessment. .” 


— against the ever-present haz- 
ard of dishonesty and the 
attacks of criminals? Is it in 
the form best adapted to your 
needs? Is it up-to-date in form, 
as well as in amount? Is it 
accurately proportioned ac- 
cording to the various haz- 
ards which it is intended to 
cover? Are you sure that you 
cannot obtain the same or bet- 
ter protection for less money 
than you are now paying? 

If you would like to have 
an expert and unbiased opin- 


An American company providing the best osszble protection for American banks 


A SHORTAGE Of at least $90,000 has been 
found, for which the cashier and assistant 
cashier are responsible. The audit discloses 
that the two men had been systematically 
stealing from the bank for about fifteen years. 
They were bonded for only $10,000 each, 
Company, making the 
| bank’s net loss $70,000, and it has been 
forced to close as a result. We understand, 
however, that the stockholders will levy an 
assessment and reopen the bank, just as soon 
as the exact amount of the shortage is known.” 


— Excerpt from the report of an F & D branch 
manager under date of April 11, 1928 


What about your protection? — 
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ion concerning these points, 
the F& Dwill gladly arrange 
to have one of its specialists 
in bank protection analyze 
your bonds and policies and 
advise you, without placing you 
under any obligations whatever, 
either real or implied. This ad- 
visory service is simply one 
of the many ways in which 
the F&D endeavors to co- 
operate with g/l banks. A 
note to the Home Office re- 
questing this service will 
command instant attention. 


FIDELITY AND DEPOSIT 
COMPANY 


of Maryland 


BALTIMORE 


Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 
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FAILURES 


Greater Than 
In 1927 


Failures for the first quarter of 1928 were 6.2 
per cent greater than for the first quarter of 
1927. There were 2236 failures in March of this 
year, as against 2142 for March 1927. 


Manufacturers and Jobbers cannot entirely 
eliminate failures and bad debt losses, but they 
can fully protect their resources against them, 


with 


American Credit Insurance 


No matter what may happen to one’s customers, or 
when, he is completely protected by one of our policies. 
Furthermore, this broad service helps to prevent losses, 
through our superior Collection facilities. 


Representative banks in all parts of the country are 
recommending American Credit Insurance to their 


patrons. 


Interesting literature will be furnished gladly 


to any Banker upon request. 


lhe AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, presipENnt 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


Payment of War Claims Under Way 


(Continued from page 935) 


ican claims 1n which awards have been made 
by the Tripartite Claims Commission. 


Arbiter to Be Named 


HE claims of the former enemy nationals 

are for the most part for the seizure by 
this country of ships and radio stations and 
for the use or appropriation of patents. 
The settlement act provides for the appoint- 
ment of an arbiter to pass upon such claims, 
the Secretary of the Treasury to pay the 
awards fixed by such arbiter. 


There is established in the Treasury De- 
partment the above-mentioned German spe- 
cial deposit account from which these awards 
will be paid. Congress already has appro- 
priated $50,000,000 to pay claims for German 
ships, radio stations, patents, etc. If neces- 
sary, additional appropriations will be made 
up to a total of $100,000,000. The new law 
provides that the President of the United 
States shall make arrangements with Ger- 
many for the filing of additional claims be- 
fore the Mixed Claims Ccmmission, and 
since none have been received since 1923, 
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it is expected there will be several thousand 
made now. 


Only 50 per cent of each Germa 


: award 
will be paid immediately. Paymeni of the 
balance will await the settlement of Amer- 


ican claims against Germany in full. No 
awards to the German government 


or to 
any member of the former ruling family 
of Germany will be paid, but the an ount of 
such awards will be credited upon the final 
payment due the United States fr m= the 
German government and the funds thus ac- 
cumulated will be used to satisfy the other 
awards made by the Mixed Claims Com- 


mission. 


Sources of Funds 


VW the German special deposit account in 
the United States Treasury there will 
be placed, in addition to the appropriations 
by Congress, the fund representing the 20 
per cent of German property not returned 
at this time, the $25,000,000 of unallocated 
interest on German funds held by this coun- 
try up to March 4, 1923, at which time our 
government was authorized to return inter- 
est due alien enemies, and the funds to be 
received under the Dawes Plan for payment 
of Mixed Claims Commission awards. 

Should Germany, under future agreements 
which may be made, pay into the German 
special deposit account sufficient sums to 
liquidate all obligations and awards full 
payment can be made within a few years. 
Otherwise final payment will be delayed un- 
til the receipts under the Dawes Plan are 
sufficient to cover all deferred payments. 

Payment of awards of the Mixed Claims 
Commission will require most of the funds 
to be placed in the German special deposit 
account. Such awards, as they are certified 
to the Secretary of the Treasury, will be 
paid as follows: 

Deduction of one-half of one per cent for ex- 
penses of administration. Payment of awards on 
account of death of or personal injuries. 

Payment of all awards in full which do not exceed 
$100,000. 

Payment of 80 per cent of awards in excess of 


$100,000. 


All awards to carry interest at the rate of 5 
per cent. 


When all awards are paid all property 
due German nationals will be transferred to 
them and the accounts closed. 


The Tripartite Awards 


E heey manner of payment of the Austrian 
and Hungarian awards differs in one 
important detail from that applying to Ger- 
many. An arbiter will fix the amount of 
awards as in the case of Germany but no 
payments will be made by this country until 
the Austrian and Hungarian governments 
have deposited with the United States Treas- 
ury Department funds sufficient to pay all 
awards made to the United States and her 
nationals by the Tripartite Claims Commis- 
sion. This country is ready to make imme- 
diate payments to Austrians and Hungarians 
when their governments shall have fulfilled 
their part of the, agreement, for Congress 
already has appropriated $1,000,000 for such 
use. 

An important provision of the settlement 
act is that no payment shall be made to 
United States nationals under it unless ap- 
plication therefor is made within two years 
after the date of the passage of the act, 
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in other words, on or before March 10, 
1930. Claimants should remember that the 
fact that their claims have been allowed does 
not mean that they will receive their money 
without further action. It 1s absolutely im- 
perative that formal application for the pay- 
ment of tlie awards be made to the Secre- | 
tary of the Treasury. Blank applications 
may be had from the Treasury Department, 
to be sworn to and returned to the Secretary. 


Why Railroad Consol- 
idation Lags 
(Continued from page 961) 


several adverse decisions although it has not 
been specifically mentioned and it is not one 
that should influence their judgment. It is 
one, however, that the stockholder of a sys- 
tem that takes over another system at a 
price per share for control much above the 
average of recent years and in excess of the 
known earnings and dividend return cannot 
fail to consider. It is pertinent to the situ- 
ation not only in the group of southwestern 
lines that seek the privilege of consolidation 
but with the future of those eastern com- 
panies that have already committed them- 


HE old con- 
Servativesecre- 
cy finds no place 
in the First Nat- 
ional Bank and 
Trust Company 


of Hamburg, Pa., 
with its new low- 
type counter, and 
its vault thus 


frankly exposed. 


Is Your Sentiment Too Costly? 


— closely we become attached to the intimate personal pos- 
sessions with which we have been associated for years. We hold 


selves to high cost purchases of independent 
roads believed necessary to the rounding 
out of the four major trunk line systems. 

One curious aspect of the Commission’s 
attitude is that taken toward the method 
of obtaining control of one road by an- 
other. The Commission has let it be known 
that it does not approve of such purchases 
in the open market prior to its authorization, 
and it has denied two mergers that were 
under way mainly on this premise. While 
it may be poor business to bid up the price 
of a stock of a competing road and thus 
establish a basis of cost disproportionate to 
the benefits of the investment, it is certainly 
absurd to say that Mr. Van Sweringen or 
Mr. Loree or General Atterbury or Daniel 
Willard should announce to the world at 
large that they proposed to buy the Erie 
or the Lehigh Valley or the Wabash or the 
Western Maryland. What a nice little op- 
portunity this would give to some of the hi- 
jackers in Wall Street. On the other hand, 
the Commission is well within its rights in 
invoking the aid of the Clayton Act in deny- 
ing to certain railroad officials the privi- 
lege of sitting on the board of directors of 
competing roads and dominating their poli- 
cies, as it has recently done in the case of 
the Wheeling & Lake Erie. 

In the beginning of the movement toward 
railroad consolidations it was argued that 
these consolidations should be compulsory. 
Various roads within a given district were 
to be brought together into a kind of super- 
system. Where service was duplicated this 
would be reduced. Instead of having three 
Passenger trains of three competitive lines 
start from the same station at the same hour 
for some point 500 miles away, one, and 
Possibly two, of these trains were to be 
annulled. The soliciting forces were to be 


reduced, repair shops and general offices at 
common points brought under one manage- 
ment and traffic routed over those divisions 
that were best located for economical oper- 


for them a feeling akin to affection, ripened by the faithful service 
they have given. The pocket-knife with its my hollowed by much 


whetting; the fountain pen which splutters a 


it, but still seems to 


scribble our signature with a better flourish than the new one; the 
easy chair, the old soft hat, all of these share this affection. Each of 


Te why and wherefore of the new and 
better bank buildings, and something of 
the public’s reaction toward them, is discussed in 
the booklet ‘‘ Building the Bank for Business.”’ 
The need for dispassionate decisions and the 
unsentimental basis on which they are made, 
are explained. 

Whether you have a new or old bank build- 
ing, or none at all, you will enjoy reading 
it. The coupon will bring you a copy by 
return mail, 


us has a collection peculiar to his own fancy. We sometimes suffer 
humorous comment, even ridicule, from our friends on account of 
these pet possessions, but we retain them on account of sentiment. 


How different is our attitude toward business equipment! Ob- 
solete paraphernalia, personal idiosyncrasies and time-worn sentiment 
may gnaw seriously at our prestige. In business, we discard these and 
embrace all real improvements, even if only to disarm criticism. 


It is obvious that recent years have seen marked improvement in 
bank buildings. Would it not be well for the banker who likes his 
old building to find out what the public thinks of it? 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS .« ENGINEERS 


TILGHMAN Moyer ComPANy, Allentown, Pa. 


Gentlemen: Without obligation, please mail 
me a copy of “ Building the Bank for Business.” 


Name: 


Address: 


ation. The same principle has been carried 
out in dozens of instances in the industrial 
world, and the public utilities have used it 
to advantage in their great super-power 
schemes. So there seemed to-be no reason 
why the railroads should not follow the 
trend of the times, and by a better coordina- 
tion, effect changes that would strengthen 
general railroad credit and improve the rail- 
road rate structure. 


Why Railroad Securities Are 
Behind Industrials 


baie seems to be fair and logical for 
the regulation of two great industries, 
apparently, does not apply to the one dealing 
in transportation. It is these official inhibi- 
tions that explain why railroad securities 
have lagged so far behind the industrials 
and public utilities in the great bull markets 
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Business Sagacity 


Good common sense. is just another mark of 
understanding. It is not rare in business. 
Only is it uncommon when it is so good that 
it is prophetic. But then it drops its maiden 
name.and business knows it as Sagacity. Its 
ready, ‘far-reaching, accurate inference from 
observed facts and figures, is a dependable 
power. It visions the human motives in con- 
duct, and foresees results. With Integrity it 
is the most valuable of all human qualities 
in business. 


Once, Sagacity considered itself a special gift 
of Providence—an inheritance from the family 
“Sage” tree, and only those who dropped 
therefrom had it. 


But Modern Accountancy has changed even 
that. Business Sagacity today is just another 
mark of understanding business. And 
understanding business is largely the mark 
of Modern Accountancy. 


ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 


NEW YORK PITTSBURGH CLEVELAND CHICAGO NEW ORLEANS 
PHILADELPHIA WHEELING AKRON MILWAUKEE JACKSON 
BOSTON ERIE CANTON MINNEAPOLIS DALLAS 
PROVIDENCE ATLANTA COLUMBUS ST. PAUL FORT WORTH 
BALTIMORE MIAMI YOUNGSTOWN INDIANAPOLIS HOUSTON 
RICHMOND TAMPA TOLEDO FORT WAYNE SAN ANTONIO 
WINSTON-SALEM CINCINNATI st. Louis DAVENPORT waco 
WASHINGTON DAYTON MEMPHIS DETROIT DENVER 
BUFFALO LOUISVILLE KANSAS CITY GRAND RAPIDS SAN FRANCISCO 
ROCHESTER HUNTINGTON OMAHA KALAMAZCO LOS ANGELES 


of the past four years. So far as one can of men who are to decide the destinies of 


see the composite membership of the Inter- 
state Commerce Commission has neither 
unanimity of plan nor purpose. It has its 
Right and its Left wings. Invariably the 
one dissents from the other in opinions 
of consequence. There is a temporizing 
policy where there is not an out and out 
negative one. Timidity, listening for the 
public echo to its intimations, suspicion of 
motives of railroad officials regarding con- 
solidations, and delays because of legislation 
that may some day be helpful, as the Parker 
bill, describe the Commission’s attitude. In 
the opinion of many observers it exhibits 
no statesmanship, and no coordinated policy, 
both of which should be required of a body 


the most important group of corporations in 
our national life. It acts as though con- 
fused and bewildered by the transportation 
problems put before it. 

The defeat of railroad consolidation, al- 
though consolidation has been a_ primary 
party principle, has been carried through 
two national administrations. There have 
been a few exceptions to the general spirit 
of official antagonism. The positive decrees 
of the Commission have permitted mergers 
of lines in the southwest, notably the re- 
welding of the Missouri Pacific system, 
the proprietary interest of the St. Louis & 
San Francisco in the Chicago, Rock Island 
& Pacific, and the Southern Pacific in 


the San Antonio & Aransas Pass, the 
absorption by the Baltimore & Ohio of g 
small road originally one of its undesirable 
parts, but subsequently rehabilitated, and jp 
half a dozen minor affiliations between roads 
in the South, as the Clinchfield with the 
Louisville & Nashville-Atlantic Coast Line 
system and members of the Seaboard 
Air Line family in Florida; also the Wa. 
bash was permitted to take over the Ann 
Arbor. Only one of these mergers covers a 
wide enough territory to permit the experi- 
ment of consolidation to be successfully 
tested. 

On the other hand one merger phase 
after another has been denied. I have said 
that there was reason for this as in the 
lack of logic in the proposed ownership of 
the Erie Railroad, running from New York 
to Chicago, by the Chesapeake & Ohio, 
operating between Chesapeake Bay and the 
Great Lakes, and in the original application 
to build up a group of southwestern lines 
on the foundation of the Kansas City South- 
ern. Much of the Commission’s objection 
to the unification of the eastern trunk lines 
has been based on the inability of the heads 
of these properties to come to an agreement 
over the distribution of the independent 
roads in their territory plus the confusion 
that developed out of the attempt of L. F, 
Loree to create a fifth system in opposition 
to the existing four. This has held up 
progress for several years. Whether or not 
it will be quickened by the purchase for the 
Pennsylvania Railroad of the Wabash and 
Lehigh Valley holdings of the Delaware 
& Hudson, remains to be seen. At this 
writing it is not clear whether the Penn- 
sylvania intends to possess itself of these 
roads permanently, or graciously partition 
them among its competitors. 


Important Mergers Not 
Expected 


HE broad considerations underlying rail- 

road consolidation are the ability to 
bring to a balance various groups of 
roads, some strong and some weak, in order 
to stabilize the rate structure and to make 
railroad credit more uniform, and to estab- 
lish operating conditions that will provide 
satisfactory service at a minimum of cost. 
It is feared that the spirit in which railroad 
legislation was conceived has been permitted 
to die down to a feeble semblance of the 
original through the exactness with which 
the Interstate Commerce Commission has 
interpreted its duty as well as its fearful- 
ness of acting in a way to displease its con- 
stituency. 

Meanwhile there have been too many ex- 
amples of “financial manipulation of great 
railroad properties as an accompaniment 
of acquisition or consolidation under the 
law’—to quote from the decision in the 
Chesapeake & Ohio-Erie case. 

I seriously doubt whether there will be 
any important mergers in the next few 
years. The benefits of consolidation are 
certainly intangible. Those who have studied 
them with an unprejudiced mind are in- 
clined to believe that the values in opera- 
tion and on the financial side of the railroad 
account have been overestimated. This ex- 
plains the element of resistance that crops 
out in influential railroad quarters whenever 
mergers are suggested. 
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Investing the Other 
25 Billions 


(Continued from page 953) 


employed by the Federal Reserve System to 
control the situation continue to prove in- 
adequate, then it would seem that there can 
be only two possible eventualities—either 
the present trend will continue until there is 
a serious break in the stock market and a 
painful deflation of values, or Congress will 
be aroused to enact legislation restraining 
banks from making such loans. The fact 
that in the establishment of the Federal Re- 
serve System, the Federal Reserve banks 
were themselves forbidden to make loans of 
this character seems to be sufficient evidence 
that the advocacy of such control is, if not 
imminent, at least entirely possible. 


A New Field Imperative 


— policy should be determined con- 
structively, not fearfully. 

Private commercial banks must be oper- 
ated at a profit, and to be so operated they 
must have profitable markets where their 
deposit liabilities can be turned into earning 
assets. Again, therefore, the question re- 
solves itself into that relatively new but tre- 
mendously significant problem of American 
banking—what shall be the recognized use 
for deposit funds of banks which remain 
after legitimate commercial loans have been 
taken care of? 

To the investment banking mind this 
problem of commercial banks is to be solved, 
at least in large part, by giving more atten- 
tion to the investment phases of general 
banking. All well-informed bankers are ac- 
quainted with the fact that industry has been 
turning increasingly and very definitely from 
short term to long term financing. The 
reasons for this are many, including lower 
interest rates, a more stabilized business 
situation, smaller inventories, consolidations 
that result in better credit for individual 
firms, etc. 

The writer recently took ten representa- 
tive corporations and charted the trend in 
volume of (1) their long term and (2) their 
short term obligations through the last six 
years. The short term obligations (notes, 
bills, and accounts payable) actually fell off 
between 1922 and 1927 by 18 per cent. On 
the other hand the bonded debt of these 
corporations increased during this period by 
120 per cent. Compare this increase in 
bonded debt of representative corporations 
with the fact that national banks, for in- 
stance, have increased their long term loans 
to industry (purchases of industrial bonds) 
by only 60 per cent since 1922, and it should 
be clear that at least this class of banks has 
not kept itself in line with industrial financ- 
ing. In other words, if national banks are 
representative of the whole commercial 
banking field, then commercial banks would 
appear to be definitely losing ground in 
their credit importance to industry. 

The foregoing might not be so important 
if it were not for the fact that the wise and 
profitable disposition of upward of $20,000,- 
000,000 is now one of the most pressing prob- 
lems of sound commercial banking, and a 
problem which is becoming continuously 
more insistent because the margin of de- 
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SOUTH SIDE TRUST CO. 
St. Louis, Mo. 


(under construction) 


7s new typestructure with the banking quarters 
7 on the second floor, is the first of its kind west 
of the Mississippi. This building was designed and 
is being erected and completely equipped by the 


St. Louis BANK BUILDING & Eqgurr. Co. 
9th & Sidney Sts., St. Louis, Mo. * 7 7 Wrigley Bldg., Chicago, III. 


Write for our comprehensive booklet, ‘Preliminary Service for 
Contemplated Bank Buildings.” It is gladly sent gratis upon request. 


posits above legitimate commercial loans is 
growing substantially wider every year. 


A Solution Suggested 


HE investment banking mind concludes 

from the above that both national and 
state banks could very wisely turn a much 
increased share of these funds into the bonds 
of industrial and commercial corporations. 
Not only could the banks use more of the 
deposit surpluses (after local loans have 
been taken care of) as investments in these 
classes of bonds, and secure a return on their 
funds which compares favorably with any 
other source of bank income, but they could 
also, it seems, very wisely turn much of 
what is now going to the speculative market 
as call money loans, into industrial invest- 
ments. 


Some bankers have defended the policy of 
turning to the call money market as a legiti- 
mate means of placing their funds in indus- 
try. However, since most call money is used 
to carry securities on a margin, it ought to 
be clear that this sort of lending by banks 
tends far more to inflate industry than to 
support it. And it has unquestionably done 
so in recent years to an extent seemingly 
fraught with distinct risk to our national 
economic well-being. 

Banks have long recognized that in mak- 
ing investments they have had two distinct 
responsibilities, (1) that to their depositors 
involving safety primarily, and (2) that to 
their stockholders involving not only safety, 
but earnings. In view of the present na- 
tional integration and close interrelation of 
our banking system it ought to be recognized 
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Railroads 
Illinois Central R.R. Co. 
Louisville & Nashville R.R.Co. 
New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 
Southern Pacific Co. 
Southern Railway Co, 
Union Pacific R.R. Co. 


Standard Oil Group 
Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


tached to certificates. ~ 


Chicago, Il. 


for Central section of 
the United States 


Smith, Burris & Co. 
120 So. La Salle Street 


FIXED TRUST SHARES 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 


The Equitable Trust Company of New York 
Trustee 


Each Fixep Trust SHare represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 


Industrials 
American Can Co, 
American Radiator Co. 
American Tobacco Co. “B” 
duPont (E. I.) de Nemours&Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 
Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 


Utilities and Quasi- 
Utilities 
American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


Dividends are payable semi-annually against coupons at- 


Fixep Trust SHares are sold to investors by established 
investment houses and banks in most of the important cities 
of the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms: 


F. J. Lisman & Co. 


44 Wall Street 
New York City 


for Eastern section of the United States 
and foreign countries 


Ross Beason & Co. 


San Francisco, California 
Salt Lake City, Utah 


for Western section of 
the United States 


that bankers have yet a third responsibility 
with regard to their investment program. 
The social significance—the national eco- 
nomic effect—of the disposition of their 
funds should certainly be kept in mind. This 
is not merely a matter of pseudo-patriotism. 
It is a matter of urgent economic impor- 
tance. 


Opening New Fields 


ie is only fair to recognize the fact that 
the commercial banking system cannot be 
expected to recast its 
along with” every passing vogue in finance 
and credit. Still, we have plenty of evi- 
dence that banks and the banking system 
are entirely capable of adjustment to such 
changing conditions as open new fields of 
service and new opportunities for profit. 


structure and “go 


The immense expansion of trust service and 
trust departments is a case in point. The 
fact that the savings function of almost all 
classes of banks has been allowed to expand 
entirely out of previous proportions, in the 
last half decade, is another illustration. The 
conclusion seems to be warranted that 
American banking has the capacity to make 
whatever adjustments in its services and 
functions which permanent changes in the 
economic structure of the country may 
prove desirable. 

Competent opinion is almost unanimous 
that the credit needs of industry have un- 
dergone a relatively permanent change. There 
is conceded to be less seasonal and cyclical 
variation in the demand for cash and credit 
by corporations than there used to be. Pres- 
ent indications point to still less variation in 
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the future. The habit is growing among 
corporations of building up reserves with 
which to take care of special demands 
for capital and the seasonal fluctuations jp 
inventory. 

If, then, the industrial and commercial 
demand for credit has taken a permanent 
shift in the direction of long term require- 
ments it seems logical to conclude that com- 


mercial banks must adjust themselves to this 
situation. 


The Problems Involved 


NY disposition of assets in a conserya- 
tively managed bank, and especially any 
change in the disposition of bank assets, must 
be examined from at least three important 
points of view—safety, liquidity and earn- 
ings. 

Banks have been, for the most part, very 
fortunate in their experience with bond in- 
vestments so far as safety is concerned, 
Heretofore, of course, the bulk of bank in- 
vestments has been government bonds, and 
government bonds in our country have come 
to signify the last word in safety. But the 
supply of government bonds is being reduced 
at the rate of about a billion per annum 
through retirement of the public debt, hence 
further investment expansion by banks must 
be largely in the realm of corporate securi- 
ties. The purchase of corporate securities 
is, of course, the essential point to be con- 
sidered because this is probably the means 
by which commercial banks henceforth will 
extend a larger and larger per cent of their 
credit which goes to industry. 

The Comptroller of the Currency makes a 
periodic check-up on the profit and_ loss 
feature of bank loans and investments. His 
figures show that even though there has 
been a large percentage shift in bank in- 
vestments from government to non-govern- 
ment, or commercial securities, in the last 
half decade, there has not been, during this 
period, any increase in the loss ratio charge- 
able to investments of national banks. This 
loss ratio, moreover, is substantially lower 
than the ratio sustained by national banks on 
their loans and discounts. 

Customarily, when the banker, or any 
other investor for that matter, is consider 
ing a change from his present investmet.. 
program he is obliged to choose between 
more earnings and more safety for his 
funds. In the present situation, however, it 
seems that bankers may now choose to have 
both more safety and more earnings by turn- 
ing from the call money market to bond in- 
vestments. In addition, it would seem that 
this policy is so distinctly more consonant 
with the sound financial well-being of indus- 
try that it must have decided appeal to bank- 
ers, on general principles. 


Diversification Desired 


IVERSIFICATION is another aspect 

of paramount importance in considering 
the question of safety for bank reserves. The 
point is often overlooked, moreover, that 
bonds afford a wider opportunity for diversi- 
fication than does any other type of bank 
reserve. The bond market offers diversify- 
ing opportunities, for instance, into many 
strong individual corporations and bonds are 
the exclusive investment opportunity into 
several distinct fields of operation such as 
improved real estate, municipal undertakings, 


= 
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etc. If the bank’s diversification program is 
planned as it should be, to carefully balance 
the type of risks assumed in its local loans, 
then this great breadth of investment oppor- 
tunity will prove most significant. 

If safety is the corner-stone, liquidity is 
the keystone of the arch of sound banking. 
The point of liquidity is raised most often 
against further expansion by banks into the 
realm of investments. There are two phases 
to the problem of bond investment and 
liquidity. 

It is quite possible that with the transition 
noted in industrial capitalization, less liquid- 
ity of bank reserves will be required than 
has been the experience in the past. If cor- 
porate customers are depending more and 
more heavily upon long term credits and 
upon their own special reserves for working 
capital and emergency capital, undoubtedly 
their demands for short term loans at the 
bank will become less irregular and unpre- 
dictable. In addition, there is the matter of 
time deposits. No one is quite sure just how 
liberally one should compute the reserve 
against time deposits, nor exactly where to 
draw the line as between this class of lia- 
bility and the demand deposits. It is certain, 
however, that the continued increase in time 
deposits, by the very distinction of their 
nature, tends to give the banker a relatively 
larger measure of certainty as to the funds 
he can count on at a given time. It is not 
here argued that bank investments should be 
expanded in direct ratio to time deposits ; 
that might even be arguing against the 
liquidity of investments. But certainly it is 
logical and rational for the banker to feel 
that he has more leeway in designating the 
nature of his reserves when time deposits are 
mounting out of all previous proportions, 
than formerly. 


Revolving Funds 


HE full measure of liquidity to be had 

from sound bond investments has never 
been quite appreciated. First, there are the 
highly liquid revolving funds, consisting of 
short-maturity and early-maturity bonds, and 
especially of bonds maturing at the particu- 
lar seasons of the year when a bank has un- 
usual demands for cash. These revolving 
funds based on quick maturity are capable 
of very great variety in administration, and 
offer unsuspected opportunities for fine ad- 
justment to individual bank situations. 

The whole investment structure of a 
bank can and should be planned so that the 
bond maturities are evenly distributed in se- 
quence and thus will automatically turn back 
into the cash account a steady flow of funds 
from year to year. As the size of the invest- 
ment reserve grows, the essential liquidity of 
this feature becomes more apparent and its 
flow of funds more and more regular. Any 
bank with a moderate sized reserve can, of 
course, have substantial amounts maturing 
every calendar year and can arrange the 
bond purchases so that relatively more of 
these will mature in the spring or the fall, 
at whichever season the heavier demands 
may come for local credit. 

Considered from the standpoint of earn- 
ings, bond investments take second place to 
only one major classification of bank assets, 
the local short term commercial loans. The 
differential in favor of the loans may vary 
all the way from one-half of a point. up, 


FORBES NATIONAL BANK 


RICHARD K. MELLON, PRESIDENT 
PITTSBURGH, PA. 


Two of the Mosler DONSTEEL Vault Doors installed in 
Forbes National Bank. Richard K. Mellon, President, Pittsburgh, Pa. 


Mosler has meant 
Safes and Safety 
for more than 
75 Years 


MOSLER DONSTEEL VAULT DOORS are today protecting the 
vast resources of hundreds of leading banKs throughout Amer- 


ica and in several foreign countries. 


The ability of DONSTEEL to successfully withstand attack by 
torch and drill has been definitely proved. 


We are prepared to make 
quick shipment of Vault 
Doors, Safe Deposit Boxes, 
Lockers and Night De- 
posit Safes. 


Scientists pronounce it the most resistant metal ever devised. 


Donsteel is Sold Exclusively by 


The Mosler Safe Co. 


TheLargest and most Complete Safe Works in theWorld 


FACTORIES 
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SHANGHAI, CHINA 


depending both on the facts of the local 
situation and the banker’s capacity for 
choosing bonds. 

On the other hand, bonds are far more 
liquid than local loans, and they offer that 
highly important opportunity to diversify 
against local loans, which are often grossly 
unbalanced from the standpoint of risk. 

Bond investments must frequently be pre- 
scribed to meet the above situations quite re- 
gardless of the question of income. Beyond 
this point, however, the bond account should 
stand entirely on its own feet. It should and 
can be set up in such a way as to give maxi- 
mum earnings, marketability, etc. The day 
is past when any responsible bank can afford 
to disregard the earnings possibilities of its 
bond reserve. This already constitutes too 
large a fraction of bank assets for such an 
attitude to be consistent with good business. 


Twenty-five years ago it was possible to 
find substantial amounts of bond investments 
sufficiently conservative for bank portfolios 
in only one major field, that of railroads. 
In contrast, now, fully a half dozen of 
major corporate investment fields have 
reached a sufficiently stabilized condition to 
furnish conservative investments for bank 
reserves. With railroad, utility, industrial 
and commercial, real estate, and, now, a 
number of seasoned foreign corporate 
sources to draw upon, it is possible to build 
up a bank reserve structure which is con- 
servative throughout, thoroughly .- well-bal- 
anced, sufficiently liquid to meet the specific 
requirements of the bank for which it is 
planned, and with an average earning rate 
high enough to contribute substantially to 
the profit margins of the business. 

It is impossible to say, except in spe- 
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NC than 2,500 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financial center 
and complete credit data on request. 


Industrial 
Acceptance 
Corporation 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, Trustee) 


Executive Offices 


GRAYBAR BUILDING, NEW YORK 
{Lexington Avenue at 43rd Street] 


Commercial Paper Offices 


NEW YORK * CHICAGO 


SAN FRANCISCO 


cific cases, just what earnings should be ex- 
pected from the bond account, but they will 
certainly exceed the returns to be had from 
call loans by a considerable margin. They 
should surpass the income from “loans on 
securities” by from one point to a point and 
a half. This is an important. observation, 
as will be seen from the fact that the vol- 
ume of “loans on securities” has now passed 
the volume of total investments for that im- 
portant group of 600-odd banks which re- 
port weekly to the Federal Reserve Board. 
Again I wish to observe that not only will 
the earnings on owned securities be substan- 
tially better than the returns from loans on 
securities, but considering the matter from 
a broad banking standpoint, it is sounder 
public policy. 

Undoubtedly much of the hesitancy shown 
by banks in the past toward a more definite 
launching out in the expansion of their in- 
vestment reserves has been due to a con- 
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sciousness that this is a definite departure 
from traditional commercial banking. But 
the old days of 100 per cent commercial 
banking are now a thing of the past, and 
there is certainly an abundance of incentive 
today for commercial banks to concentrate 
and specialize in this newer (for them) 
phase of industrial financing. Not only must 
their own bank reserves be increased much 
more extensively than in the past, but there 
is a vast amount of new trust business which 
hinges largely on the successful administra- 
tion of investments, and there is an ever 
expanding volume of bond sales to custom- 
ers—new business almost for the asking. 
Unquestionably the future success of com- 
mercial banks is going to rest much more 
than it ever has upon the scope and the skill 
of their investment activities. The invest- 
ment phases of commercial banking are pres- 
ently to become of equal importance with its 
short term credit operations, and the “other 


half” of bank deposits will be translated 
into earning assets in the form of ¢ 
tive corporation bonds. 


The A. I. B. Convention 


HE 26th annual convention of the Ameri. 

can Institute of Banking opens in Phila. 
delphia, June 18, and runs for five days, 
It is a “working” convention. Most of the 
time is given to conferences of small groups 
—eight in all—meeting for four hours on 
each of three days. 

These conferences are built around the 
questions which arise in everyday banking 
practice, and the list of subjects discussed 
embraces the whole subject of banking. 

At the two convention sessions the speak- 
ers will be John McHugh, Chairman of the 
Executive Committee, Chase National Bank, 
New York; F. N. Shepherd, Executive 
Manager, American Bankers Association, 
and Rev. A. Ray Petty, Pastor of the Bap- 
tist Temple, Philadelphia. The delegates 
will be conducted on a tour of the many 
historic buildings, and on the adjournment 
there will be a pilgrimage to Valley Forge. 


nserva- 


Tide of Farm Tenancy 
Runs High 


(Continued from page 958) 


operated nearly 61,000,000 of the 344,000,000 
acres of harvested crop land. That is more 
than one-fifth as much as both full owners 
and full owners operated, and over 40 per 
cent as much as either group farmed sep- 
arately. 

Improvements in tenancy statistics have 
been notable beginning with 1900. The 
crude counting of noses in 1880 and 18% 
was perhaps sufficient, for there were prob- 
ably few part owners and probably less 
difference in size of farms between oper- 
ating owners and tenants than appeared 
later. The differences between tenure 
groups in acreage and value description as 
shown in the twenty-five years, 1900 to 1925, 
are revealed in the statistics as they prob- 
ably could not have been shown before 1900. 

In any case, we stand at the end of the 
first quarter of the twentieth century with 
recent increases of tenancy, so far as farm 
or farmer units are concerned, in states of 
the Great Plains and farther West, but 
with a predominance of tenancy over our 
areas devoted to staple crops such, perhaps, 
as we have never known before. Farm 
tenancy has expanded its extensive margin 
in the newer farming regions, but it has 
expanded almost correspondingly, though 
without show of numbers, in the regions 
in which agriculture has been long estab- 
lished. 


No Cause for Alarm 


LARMISTS will render the tenancy 
problem a good service by devoting 
themselves to other factors in the farm 
situation. Tenants in many cases can be 
thankful that they have little or no farm 
land purchased before the prices for such 
property reached their present low point. 
On the other hand, there are no signs that 
any unusually large proportion of them are 
likely to be able to buy land in the near 
future. It would be less surprising if an 
unusually large number of farm laborers 
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should step into ownership of farms in the 
next several years than if an unusually 
large number of tenant farmers should do so. 
Few tenants or hired hands on farms have 
had opportunities for saving for farm pur- 
chase in recent years. A return of prices 
for farm products in line with prices for 
products that farmers buy may assist to 
this end, but several years of prosperity 
will be required to make much of an im- 
pression in most of the staple crop belts. 
The rising tide of tenancy shows little 
or no abatement, but the form of manifes- 
tation has changed. There is little satis- 
faction in the fact that over half of our 
land from which we harvest crops is op- 
erated under lease, and still less satisfac- 
tion in the absence of any sign that there 
will be a change in the opposite direction. 
It is too early in the twentieth century 
to say that American agriculture may not 
have a land tenure problem approaching 
some of the European patterns. Experiment 
stations and other agencies that can direct 
their researches toward the measurement 
of rates of exhaustion of applied fertilizer 
may help materially in meeting the prob- 
lems of a tenant agriculture as soil restora- 
tives and soil-building farm practices be- 
come more necessary on such land. 


Retail-Wholesale 


Revolution 
(Continued from page 933) 


attention, his credits, his whole range of ser- 
vices on the profitable retail account. 


The Part Banks Play 


HEN times are good and money is 

plentiful, banks compete with one an- 
other to extend credit to anyone who can 
meet their rather reasonable requirements. 
If an individual contemplates opening a re- 
tail store in a community, he can usually get 
credit from some bank, since that bank 
feels that if it refuses, a competitor bank 
will make the advance. The census of dis- 
tribution discloses the average number of 
people required to support the different 
kinds of stores and can be used to ad- 
vantage by the local banker. If, before 
granting credit, the banker will question the 
merchant concerning his property location, 
the banker then has a basis for determining 
whether the business in that community is 
sufficient to support another store. If not 
and he grants the loan anyway, he not only 
assumes the credit risk for the new mer- 
chant but he also endangers the success of 
the other merchants to whom perhaps he 
also extended credit. 

The census of distribution report shows 
results of the canvass by forty-six different 
lines of retail business, and also classifies 
these by chains and independents, and by 
cities. Sales people, wages, and expenses 
are similarly classified to show significant 
points not mentioned here. 

Of the 94,000 establishments enumerated, 
14.150 or 15 per cent, were chains and did 
28.7 per cent of the total business. The 
sales of chain stores are much larger than 
the independents, on an average. 

There is nothing in this report which sug- 
gests anything except that chains will con- 
tinue to grow. In some fields, such as 
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He found mortgages were 
more marketable 
—when the titles were insured 


OT long ago the real estate officer of a well-known bank 

explained that he is specifying our National Title Poli- 
cies on al] mortgage loans. He had found that his mortgages 
were more marketable when the titles were insured by a com- 
pany having a title guaran- 
tee fund of over $43,000,000. 
And in addition, our Na- 
tional Title Service greatly 
facilitated his mortgage 
lending, permitting the de- 
partment to operate at a 
greater profit. 


We insure titles to real estate located anywhere 
in the United States. We have correspondents -in 
every principal city, and our National Title Ser- 
vice involves the use of a local attorney’s opinion. 
Write for the booklet, “Title Insurance Anywhere 
in the United States,’ and “Our National Title 
Service As Appraised by Those Who Use It.” 


NEW YORK 
TITLE AND MORTGAGE 
COMPANY 


Capital Funds over $43,000,000 


135 Broadway, New York City 


CORRESPONDENTS IN ALL PRINCIPAL CITIES 
Title Insurance anywhere in the United States 


JA 
SECURE AS THE BEDROCK OF NEw YORK 


retailers to “put in a new line” because some 
competitor has done so. The volume of 
these side lines is now shown to be too 
small in thousands of cases to produce a 
profit. 

“When it is realized that only a very 
small proportion of the retailers in this 
country have any idea of the internal af- 
fairs of their establishments as a whole,” 


shoes, hats and caps, variety and gasoline, 
the chains do more business than the in- 
dependents. In others, such as hardware, 
they have made little progress. Average 
sales are nearly three times as large for 
chain grocery stores as for independents. 


The Hodge-Podge Stores 


ELATED and entirely unrelated types 
of commodities now find themselves 
side by side in nearly every type of retail 
store. Boot and shoe stores sell thirty 
other kinds of merchandise. Drug stores 
handle fifty-seven classes of merchandise. 
This has been due to sales pressure for 
many outlets for over-produced industries, 
and has been encouraged by the tendency of 


says the report, “we must not look far for 
the answer, the reason why so many fail or 
cannot operate with a reasonable margin 
of profit. The startling combinations dis- 
closed by this report (relating to the criss- 
cross and confusion of merchandise outlets) 
should inspire many independent merchants 
to install such records as will enable them 
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SAFETY 


Should be your first consideration 


when investing 


The Following Four Surety Companies 


U. S. Fidelity & Guaranty Co. 
Maryland Casualty Co. 
Fidelity & Deposit Co. 


Baltimore 


National Surety Co. 
New York 


With Resources of Over 


$ 177,000,000 


Insure Or Guarantee In Varying Percentages 


Principal and Interest 


of the 


Underlying Mortgages or Bonds Protecting 


NATIONAL UNION MORTGAGE 
BONDS 


Booklets on Request 
NATIONAL UNION MORTGAGE Co. 


Baltimore 


- Maryland 


MACKUBIN, GOODRICH & Co. 


Fiscal Agents 
111 E. Redwood Street 


Established 1899 
Baltimore, Maryland 


to know what takes place and when it hap- 
pens. 

“If the wholesaler is to have profitable 
accounts on his books, it will be to his in- 
terest to lend his active support to any study 
which has for its object the discontinuance 
of selling merchandise for which the de- 
mand is too small to justify its existence in 
a store. As a matter of fact the required 
information for any sound decision will be 
obtainable from only one source, the whole- 
saler. The retailer, in the main, is unable 
to supply the facts because of inadequate 
records.” 

Thus all morals in this census tale run 
back to the wholesaler, and perhaps in- 
ferentially, to the banker who finances the 
wholesaler. 


The Wholesaler’s Problem 


HERE are plenty of facts about the 

wholesaler, but they are dry for all ex- 
cept the wholesaler, and the retailer’s chang- 
ing conduct is really the heart of the whole- 
saler’s problem. Conclusions concerning the 
wholesaler are not proved by this census, 
but they are strongly suggested. 

One jobber cut his lines one-third, his 
territory one-fourth, his accounts one-half, 
and concentrated his buying. Then he took 
his new concept to his remaining customers. 
He induced them to order in quantities and 
at intervals to permit economic handling. He 
shared his savings by lower prices, and a 
system of sliding-scale discounts. His vol- 
ume and profits increased. 
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Another jobber determined which lines 
he handled at a profit and which he handled 
at a loss. He consulted with his retailers 
and found that the loss-lines to him also 
represented loss-lines to his customers. Both 
moved toward elimination of the lines, and 
both profited. 

To take such drastic steps as these re. 
quires a rare kind of courage, but many 
wholesalers will develop it in the next fey 
years. 


A Study of the Situation 


HE first wholesalers’ conference was 

held in Washington a few months ago, 
The continuing aspects of its work are rep- 
resented by four committees with these re- 
spective questions: (1) What are the 
wholesaler’s functions and services? (2) 
What are the economic factors affecting 
wholesalers? (3) What business analyses 
are practicable? (4) What financial meth- 
ods are most desirable? 

The last question relates to the abusive 
taking of unearned discounts by retailers, 
the exchange of credit information with 
special reference to bad debts, and _per- 
haps the matter of the wholesaler’s retaining 
title to goods on the shelves of the retailer, 
accompanied by automatic replacement 
orders worked out by the wholesale sales- 
man. 

There is a strong tendency these days to 
sell terms instead of goods and _ service. 
Competition has given business to the con- 
cern which will wait longest for its money, 
and this creates a state where many small 
retailers practically do business on the credit 
of the supplying wholesaler. The sooner 
there is a return to competition based on 
quality of goods and efficiency of service, 
the sooner there will be a prosperity which 
is stable and which includes profits in the 
picture. The consumer will not suffer, 
either. 

There are signs of great activity among 
groups of wholesalers. The dry 
wholesalers formed an institute to work out 
their problems cooperatively. Other whole- 
salers are planning similar institutes. 


goods 


Distribution Revolution 


HE whole business of distributing mer- 
chandise, of selling goods, is undergoing 

a very rapid reorganization, amounting vir- 
tually to a distribution revolution, with many 
points of comparison to the industrial 
revolution of other days. It has its aspects 
for the manufacturer, with his capacity for 
production of more than he can sell; for the 
retailer who is trying to serve his community 
at a profit to himself; for the chains which 
are combining the wholesale and retail func- 
tion and even in some cases the manufac- 
turing end; for the jobber and wholesaler 
in between both ends, and for the banker 
who is at the right hand of all these groups. 
The problems of the manufacturer, whole- 
saler and retailer are really one. More 
narrowly, the interests of the wholesaler 
and the retailer are essentially identical. It 
is a case of the survival of the fit, and the 
object is to eliminate wasteful and unneces- 
sary effort, to confine selling expense to 
rapid turning and profitable lines, to mini- 
mize investments in inactive stocks, and to 
release more money for working capital. 
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The Corn Borer Steadily 


Advances 
(Continued from page 945) 


be done, all extra work should be done 
before the rush of spring work begins, 
in so far as possible. 


Control Work Program 


; i this end the department has outlined 
a seasonal list of measures, as follows: 


September—Cut corn low for silage. 
October—Cut corn low for shredding or shock 
feeding. 


November—Harvest standing corn. Plow corn- 
stubble ground, where practicable. Shred corn 
fodder. 


December--Plow early harvested stalk ground if 
weather permits. Shred corn fodder. 


January and February—Break standing stalks if 

“no snow. Rake and burn stalks if frozen dry. 
Destroy cobs and trash around barns and feed 
lots. 


March—-Rake and burn stalks if not already done. 
Do early spring plewing. 


April—Disk for small grain. Harrow. Seed_ small 
grain. Hand pick and burn after seeding if 
necessary. Rake and burn stalks on corn ground. 
Plow for corn. Disk corn ground. Destroy cobs 
and trash around barns and feed lots. 


Mav—lHlarrow corn ground. Roll corn ground. 
Plant corn. Hand pick stalks and trash after 
planting if necessary. 

Effort made in fitting this work into the 
off seasons.of the farm will be. well spent. 
The farmer will feel less pushed for time 
and, as other things will not be neglected 
for it, the work itself will prove less ex- 
pensive than if done during the height of 
the season. 

It is emphasized that the farm practices 
that are necessary to keep the borer in check, 
for the time being at least, necessarily in- 
volve the use of additional labor and power. 
In the spring of 1927 the labor used in 
preparing 1926 corn land for the 1927 crop 
in most of the corn borer clean-up area was 
approximately twice the amount normally 
used. This was due partly to the farmers’ 
lack of experience in performing the neces- 
sary control operations. | Weather condi- 
tions were also generally unfavorable to 
the adoption of control practices in 1927. 
Under more favorable weather conditions 
the control practices would not require so 
large an increase in labor and power. 


Three Methods Offered 


UT even with more favorable weather 
conditions, the extra labor involved in 
ccntrol practices in most of the important 
corn-growing areas indicates the serious 
nature of the new farm-management prob- 
lems which farmers in the infested areas 
are encountering, and suggests the amount 
of conscientious determination that is nec- 
essary on the part of the farmers in order 
to meet the situation successfully. Slipshod 
methods will not do, nor will even some 
of the careful methods of former days. In 
fact, it is imperative, says the department, 
that in cne way or another farmers adopt 
one of three optional methods of control: 
Feeding corn to livestock direct from the 
field, or as silage, or as finely cut or finely 
shredded material; plowing under cleanly, 
or burning completely. 
“The actual damage to the corn crop in 
the eastern Corn Belt of the United States 
has been limited to such small acreages that 
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Investors will be interested 
in this Cities Service Report 


—the best in its history 


HE 18th Annual Report of Cities Service Company, just 

issued, shows 1927 to have been the most successful year in 
the Company’s history. Consolidated net earnings of the Com- 
pany and its subsidiaries exceeded $60,000,000, an increase of 
nearly 30% over earnings in 1926. 


Consolidated net earnings equalled 9.44% on the total capitaliza- 
tion and funded debt of the Cities Service organization. The 
increase in net earnings was equivalent to 15% on the increased 
capitalization and funded debt. 


Total assets of this nation-wide public service organization in- 
creased in 1927 to $809,000,000. 


During the year working capital increased 16%, from $45,300,000 
at the close of 1926 to $52,900,000 at the end of 1927. 


Last year more than 50,000 investors were added to the security- 
holders of the Cities Service organization, bringing the total to 
more than 350,000—the second largest list of security-holders in 


the country. 


The list includes many trust companies, banks and other institu- 
tions, as well as individuals in every state and in 37 foreign 


countries. 


You participate in the success of the Cities Service organization 


when you invest in its securities. 


As a Cities Service security- 


owner, you have the satisfaction of knowing that you have invested 
eth, Our money in an organization which has grown steadily 
g € through its 18 years of existence—from a small begin- 
& ning in 1910 to its present commanding place among the 
dozen largest industrial enterprises in America. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


herty 


NEW YORK 
PRINCIPAL CITIES 


Please send me without obligation a copy of the 18th Annual Report of Cities Service Company 
and full information about the investment secunties of the Cities Service organization. ~ 


Name 


Address 


no pronounced shift from corn to other 
crops has occurred,” says the Department 
of Agriculture. “In the. Canadian areas 
where the infestation and damage have been 
heavy, there has been a marked shift from 
corn to such crops as oats, barley, wheat, 
peas, beans, hay, sugar beets, and tobacco. 
In some localities’ over half the corn has 
been displaced by these crops. Whether Ohio 
and Michigan farmers should shift produc- 
tion will depend mainly on two things— 
the advantage of corn over other crops 
either as a feed crop or as a crop for sale, 
and the ease or difficulty with which meth- 
ods of corn production may be modified 
so as to keep down the borer infestation 
and avoid serious commercial damage. The 


general adoption of practicable methods of 
control such as are outlined by the state and 
Federal students of the borer problem should 
prevent serious damage to the corn crop 
and obviate the necessity for any general 
replacement of corn with other crops. 

“In northwestern Ohio and southeastern 
Michigan, where a shift is most probable, 
the crops to which farmers turn naturally 
are such as oats, wheat, mixed clover, and 
barley. Oats, wheat, and barley are rela- 
tively unprofitable in this vicinity. Alfalfa 
is more nearly on a par with corn in value 
per acre and would be useful on dairy farms 
with the use of silos as an additional con- 
trol measure on the remaining corn acre- 
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V4 HERE you can 


discuss your most im- 


portant banking prob- 


lems with assurance of 


experienced guidance. 


FREDERICK H. RAWSON HARRY A. WHEELER 
Chairman of the Board President 


CRAIG B. HAZLEWOOD 
Vice-President 


UNION TRUST 
COMPANY 


CHICAGO 


Program of Official Work 


A a conference, held early this year and 
attended by the deans of agricultural] 
colleges, directors of experiment. stations, 
and other scientists from fourteen states, 
the program as outlined by the Department 
of Agriculture and the several states that 
are carrying on corn borer research was 
accepted by the conference as a complete 
program for 1928, and a committee was ap- 
pointed to review and correlate the varj- 
ous phases. The committee includes G. A. 
Dean, Kansas, representing the American 
Association of Economic Entomologists; 
H. H. Musselman, Michigan, representing 
the American Society of Agricultural Engi- 
neers; L. E. Call, Kansas, representing the 
American Society of Agronomy; C. R, 
Arnold, Ohio, representing the American 
Farm Economic Association; together with 
H. G. Crawford, Ottawa, Canada; W. P. 
Flint, Illinois, and R. B. Gray and D. J. 
Caffrey, of the United States Department 
of Agriculture. 

The department’s activities include co- 
operation with the states in a comprehensive 
research and control program, and in an 
intensive educational campaign in the in- 
fested area. Quarantine measures, the clean- 
ing up of river valleys, and other precau- 
tions against long-distance spread are also 
taken by the department in cooperation with 
the state authorities. As a part of the edu- 
cational campaign now being waged, popu- 
lar bulletins are distributed regarding pres- 
ent status of the infestation, history of its 
spread, methods of control, and detailed 
methods of farm practices under borer 
conditions. 


Price of —— Bonds 


(Continued from page 941) 


market price of bonds. Not because the pur- 
chase and sale of bonds by banks consti- 
tutes the only factor involved in the bond 
market for any one type of bond, but be- 
cause the same influence may be expected 
that the Federal Reserve now exerts on the 
government bond issues by buying or un- 
loading government securities. 

The banks can never have as great an 
influence as the Federal Reserve has on 
government securities, nor can the banks 
act with the unison that the Federal Re- 
serve acts, but the bond market will come 
more and more to feel the influences of bank 
buying and selling of bonds that are held 
in numbers by banks. Railroad bonds may, 
perhaps, become the type of bonds most 
dominated by banks. 


Group Subscriptions 


Each important member of the staff of 
every bank should have his own personal 
copy of the Journal that he and the institu- 
tion for whom he works may have the bene- 
fit of the valuable information this magazine 
contains. Our group subscription plan enables 
the bank to supply this need at slight cost. 


CHART II 


Fluctuations in railroad bonds follows 
changes in amount of railroad bonds held 
by banks and bank borrowing 
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Bank of Italy 


(Continued from page 927) 


are carried capital accounts referred to, and 
with which the branch statements are con- 
solidated. We do not assign a portion of 
the capital to individual branches, but each 
one has the benefit of the loaning power of 
the entire sum, as well as the added security 
which this affords depositors. 

Loans are made direct by the branches, 
except in instances where the amount is un- 
usually large or the branch manager wishes 
to secure the advice of the head office credit 
department. The customers of the branch 
deal with the local officers, and only in ex- 
traordinary circumstances are they brought 
into contact with the head office depart- 
ments. The branch makes daily reports of 
all loans, and as these are received the head 
ofice credit department reviews them. Per- 
tinent comments or suggestions are then for- 
warded to the branch manager, so that the 
loan may be properly followed and collection 
insured at maturity. The broad fundamen- 
tal policies respecting credits, are outlined 
by the general finance committee, and inter- 
pretation and application is then made by 
the credit department. This system permits 
the smallest branch in the organization to 
secure the benefit of the best obtainable ad- 
vice and counsel on every loan that is made. 
And it also insures a uniformity of policy, 
based on a thorough knowledge of conditions 
throughout the entire organization. 

As an auxiliary to the credit department, 
and yet distinctly an entity in itself, we have 
a central real estate loan department, syn- 
chronizing all of our loan operations in 
urban and rural property, and providing a 
uniform system of appraisal throughout the 
state. 


Inspectors Appear Without 
Notice 


NDER the direction of the auditing 
committee, a constant check and ex- 
amination of the business at the various 
branches is maintained. This is far more 
thorough and complete than any outside ex- 
amination can possibly be. A trained staff 
of inspectors is engaged in the work, appear- 
ing without advance notice at the office to 
be examined, and spending as much time as 
is necessary to see that the job is completed. 
Not only do they follow the usual channels 
of examination pursued by state or Federal 
authorities, but also check into the observ- 
ance of operating practices required by our 
own rules and regulations. The report of 
the examination, with any irregularities, is 
filed with the auditing committee, and sub- 
sequently the items that have to do with 
other departments of the bank, are referred 
to those who are concerned. Upon their 
next visit to the branch, the inspectors verify 
the fact that matters have been corrected. 
Responsibility for the management of the 
bank rests with the cashier’s department, 
subordinate to which are the comptroller’s 
and accounting departments. All operating 
instructions for the branches are cleared 
through the cashier, in the process of trans- 
mission. The introduction of new standards 
of practice, or preparation of improved 
forms, find their way into general use, by 
appropriate action of the cashier. 


CHECK UP 
on YouR CHECKS 


There are plenty of strictly “purchasing 
man” reasons for specifying La Monte 
Safety paper for your checks. 

But the main reason is that a La Monte 
check reflects the quality of your banking 
service. It looks as if it’s issued by an 
alert, vigorous, modern bank that is pay- 
ing attention to details. Dignified. Distinc- 
tive. Substantial. One of those intangible 
but important things that creates prestige 
and makes customers. 

La Monte Safety Paper with its char- 
acteristic wavy line is the recognized 
standard in checkpaper. It is used by over 
60 percent of the banks of New York, 
Boston, Philadelphia, Chicago, St. Louis, 
Detroit, Cleveland and San Francisco and 
by thousands of the good banks in smaller 
towns. George La Monte & Son, 61 
Broadway, New York. 


LA MONTE 


NATIONAL SAFETY PAPER 


It is this adherence to definitely estab- twelve branches. Each unif in the group 


lished procedure in all matters, large or exercises a certain amount of independent 


small, that makes possib!e the absolute control 
of the institution. Each department has a 
fixed place in the scheme of organization, 
and the necessary machinery for coordinated 
action has been supplied. The actual control 
is simplicity itself, because of the care that 
has been exercised in building the founda- 
tion. 


Like Federal Reserve System 


ASICALLY, the theory of control that 
we have applied to the Bank of Italy, is 
the same that is followed by the Federal 
Reserve System in the maintenance of its 


authority that has been delegated to it, but 
the methods by which control is preserved 
are supplied to all, and are uniformly fol- 
lowed throughout the organization. 

While we do not believe that we have 
achieved perfection in the practices we have 
adopted, at the same time we know they 
are fundamentally sound, and by follow- 
ing the rules that have been worked out 
we'can successfully direct the affairs of 
our institution. 


Every bank is entitled to the benefits of 
the Journat Group Subscription Plan. 
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The tree that grows 
the fastest is the first 
to be laid low by the 
storm. The tree that 
withstands the blast is 


the tree in which time 
has welded firm fiber. 


Chemical’s fibers 
in its 104 years of 
steady growth are 
time-welded and 
time-tested. 


THE 


HEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


Profits in the Clothing Industry 


(Continued from page 970) 


turers of ability, catering to the rapidly 
changing retail demand, have held their own 
against the few large organizations in the 
field. The corporation could not compete 
with the “sweat shop.” 

Great corporations publicly owned have 
been far outnumbered by closely owned 
corporations, partnerships, and _ individual 
proprietorships with limited capital. 

In the development of the clothing in- 
dustry in this country a system of outside 
contracting has become so widely established 
that many so-called manufacturers have no 
plants of their own. Instead they let out 
the work to contractors, who in turn may 


employ subcontractors and sub-subcon- 
tractors. 

Labor is naturally a major factor, and 
workers in the needle trades are recruited 
chiefly from the foreign element of New 
York and a few other large cities. Rus- 
sians and Poles supply the bulk of this 
requirement, and they seem averse to other 
than family control of business enterprises, 
and do not like to trust themselves to co- 
operative forms of organization. 

Incidentally, such a condition makes a 
thorough study of the clothing manufac- 
turing industry particularly difficult. Shifts 
and changes among the contractors and sub- 


contractors are so frequent that x 
would have to be made monthly to present 
an accurate picture. Private investigators 
are hampered because of the refusal of those 
questioned to give informaticn unless jn 
fear of the law, and even the United States 
Census statistics are inaccurate due to the 
manufacturers not understanding the ques- 
tions and not reporting on a uniform basis, 

Recently a movement for consolidation 
and large-scale production has started and 
is gaining momentum rapidly. During the 
last year the trend became especially sig- 
nificant. Faced with unsatisfactory weather 
conditions from the beginning of 1927, right 
up to the end, numerous of the larger or- 
ganizations making trade-marked clothing 
to sell at popular prices reported very fa- 
vorable earnings. 

Such advantages as bulk purchasing, quan- 
tity production, national advertising, mar- 
ket study, scientific sales methods, and es- 
tablishment of retail branches are beginning 
to tell. Trade authorities appear to be 
agreed that it is becoming increasingly diffi- 
cult for the clothing manufacturer of lim- 
ited means and organization to compete at 
a profit. 

In this program of consolidation and ex- 
pansion the investment bankers have played 
a leading part. Hardly a week passes with- 
out an announcement of the merger of two 
or more sizable concerns in the various 


survey 


[Jan | ray yun] sue [ Avs] SEP | Nov [DEC 


The average seasonal fluctuation of 
employment the men’s clothing 
manufacturing industry 


branches of the industry. Accompanied, as 
a rule, by public offering of shares to se- 
cure additional capital, the enlarged organ- 
ization usually includes representatives of 
the underwriters on the board of directors, 
and injects the most up-to-date methods that 
in the hands of investment bankers during 
the last decade have proven so_ successful 
in speeding up production, expanding sales 
and increasing profits. 

Retail outlet of many organizations has 
been enlarged and made more permanent 
by the establishment of chain retail stores 
or by the acquisition of financial interests 
in important distributing organizations. 


A Four Billion Dollar 
Industry 


AST fall the Department of Commerce 
published a pamphlet collecting Census 

of Manufactures statistics on the ‘“wear- 
ing apparel” industries, which bear out the 
observations noted as to the consolidation 
movement among manufacturers and the de- 
clining value of product. The latter is the 
result of keen competition, lower prices, 
demand for cheaper clothing, and_ strikes. 
Men’s clothing (not including custom- 
made) was valued in 1925, the latest year 
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for which census figures are available, at 
approximately $1,087,000,000, compared with 
$1,179,000,000 in 1923, a decline of 7.8 per 
During the two-year period, num- 
ber of establishments declined from 4607 
to 4000, or 13.1 per cent. Average number 
of wage earners declined from 194,820 to 
174,332, or 10.6 per cent. 

During this period the value of shirts 
manufactured declined from $241,000,000 to 
¢226,000,000, and the number of shirt fac- 
tories from 934 to 840. Collars decreased 
from $43,000,000 to $28,000,000, and num- 
ber of factories from thirty-seven to twenty- 
eight. Other furnishing goods for men in- 
creased irom $103,000,000 to $121,000,000, 
although number of factories declined from 
454 to 419. 

Women’s clothing was valued at whole- 
sale in 1925 at $1,294,000,000, compared with 
$1,407,000,000 in 1923, a decrease of 8 per 
cent. The number of establishments declined 
from 7046 to 6127, or 13 per cent, and aver- 
age wage earners declined from 133,195 to 
126,406, or 5 per cent. 

In 1925 the average men’s clothing fac- 
tory had forty-three wage earners and the 
women's clothing factory had only twenty- 
one. -\verage annual output of men’s cloth- 
ing was $270,000 per factory, and of women’s 
clothing $210,000. Beyond the one hundred 
leading concerns in the industry, it will be 
scen that the average size of the others 
is unusually small. 

Millinery and lace gocds were valued at 
$310,000,000 in 1925, compared with $298,- 
000,000 in 1923, and number of factories 
declined from 2693 to 2443. Corsets, 
brassieres, etc., declined in number of fac- 
tories from 216 to 185, although value de- 
clined only from $78,000,000 to $77,000,000. 

Knit goods, which is quite an industry 
in itself, including hosiery, underwear, 
sweaters, bathing suits, etc., and cannot 
be discussed in detail, declined from $848,- 
000,000 to $810,000,000 in value of prod- 
ucts and from 2323 to 1987 in number of 
establishments. This classification includes 
all knit goods without regard to material 
used, whether it be silk, cotton, wool, rayon, 
or minor fibers. 

Fur-felt hats for men show little change 
from year to year, while those for wemen 
show a steady increase at the expense of 
the larger wire-frame and straws of not 
so long ago. The combined total gained 
from $75,000,000 in 1923 to $80,000,000 in 
1925 despite a decline in number of fac- 
tories from 163 to 146. Straw hats, for 
men and women, however, decreased from 
$33,000,000 to $28,000,000 in value. Cloth 
hats and caps gained from $43,000,000 to 
$44,000,000. 

The popularity of fur goods is reflected 
in an increase during the two-year period 
from $198,000,000 to $254,000,000 in value 
of product, and frcm 1758 to 2000 in num- 
ber of establishments. But this figure of 
a quarter of a billion dollars does not accu- 
rately measure the nation’s fur bill, due to 
the margin of profit in distribution. Pur- 
chases of furs by the public were recently 
estimated by Dr. Richard Price Buckmaster, 
editor of The American Furrier, at $1,000,- 
000,000 annually. 


Clothing manufacturing is a two-sea- 
scnal business in most branches, the 
peaks of sales coming in the early summer 


cent. 


The 


his premises. 


manufacturer’s plant. 


Lawrence System and 


Bankers’ Acceptances Offer 
New Source of Profit 


The Lawrence System of Field Warehousing 
enables any manufacturer to give you our ware- 
house receipts covering the readily marketable 
part of his inventory without removing it from 


Where the commodity covered by these re- 
ceipts is basic they may be used as a basis for 
Bankers’ Acceptances—a new source of profit 
to a large percentage of banks. 


These receipts are accomplished by the crea- 
tion of a branch public warehouse right in the 


Leading bankers everywhere have endorsed this 
system and the cost to the manufacturer is slight. 


Send for a copy of “Lawrence System 
Field Warehousing for Bankers” 


[AWRENCE WAREHOUSE (COMPANY 


A. T. GIBSON, PRESIDENT 


Chicago. .29 South La Salle Street 

Philadelphia. Public Ledger Building 

Los Angeles. .W. P. Story Building 
San Francisco 


and early winter, so that corresponding 
peaks of production come in the spring and 
fall. The accompanying chart shows the 
approximate cycle based on employment in 
the men’s clothing industry, reaching about 
3 per cent above normal twice a year and 
falling abcut 3 per cent below normal twice 
a year. 

Selling terms granted by manufacturers 
to the trade have not become fully stand- 
ardized, but are in most cases as follows: 
Men’s clothing, 4/10 (4 per cent discount 
from face of invoice if paid within ten days 
of shipment) to 9/10; men’s work clothing, 
1/10 or 2/10; shirts and collars, 2/10 to 
6/10; women’s ccats and suits, 2/10 to 5/10; 


Portland 
Seattle 

Oakland 
37 Drumm Street 


403 Hoyt Street 
Dexter-Horton Building 
Gibson Terminal 


millinery and laces, 4/10 to 8/10; corsets, 
etc., 2/10 to 5/10; fur-felt hats, 6/10 or 
7/10; and fur goods, 2/10 to 7/10. When 
the discount is not taken, the net amount 
is due in thirty days to four months, ac- 
cording to agreement. 

In addition, seasonal dating is frequently 
granted on gcods ordered and shipped be- 
fore the beginning of the regular season. 
This involves an additional tying up of 
capital by the manufacturer, but at the same 
time enables him to operate at a more even 
rate against this cushion of advance orders. 
Seasonal dating, however, is not so impor- 
tant as formerly, due to the prevalence of 
hand-to-mouth buying. 
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Manufacturers receive similar trade credit 
on their purchases of raw materials, which 
tends to offset the funds tied up in receiv- 
ables. On woolens and worsteds the usual 
terms are 7/10 to 10/10; on broad silks, 
6/10; thrown silk, 1/10 or 2/10, and cotton 
prints, 2/10, in addition to which seasonal 
datings are given. When the discount is 
not availed of, the bill becomes payable at 
its face amount in thirty or sixty days to 
four months after date of shipment. 

Some authorities feel that these terms 
are too liberal and should be shortened in 
order to stabilize the industry. It is too 
easy for the “manufacturer” possessed of 
limited means and no plant to sublet to con- 


GARAGE FACILITIES 


A New Development in Service 
for Bank Customers 


The Ist Garage, capacity 800 cars, 
has been built into the second unit 
of the First National Bank. Its 
parking privileges are now extended 
to customers of the bank, tenants 
and their clients. This new service 
is typical of the progressiveness 
which has characterized First 
National Bank policies 


since 1863. 


FIRST 
“NATIONAL BANK . 


IN DETROIT 


FIRST NATIONAL COMPANY 
OF DETROIT, INC. 


3333323332322 


tractors and cause overproduction, followed 
by distress selling and frequent bankruptcies. 


Return on Investment Is 
Moderate 


ONSIDERING in detail some of the 

leading companies whose earnings ap- 
pear in the table already presented, the 
leader last year was Richman Brothers 
Company, of Cleveland, manufacturers of 
men’s suits to sell at $22.50 retail. Net 
profits for 1927 amounted to $3,276,000, 
compared with $2,892,000 in 1926. Calcu- 
lated on combined capital stock and sur- 
plus at the beginning of the year, this profit 
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represented a return of 46.7 per cent on 
invested capital in 1927, compared with 412 
per cent in 1926. This rate is not typical 
of manufacturers generally, for this com- 
pany has met with unusual success. 

Hart, Schaffner & Marx, with h idquar- 
ters in Chicago, makers of the well-adver- 
tised clothing bearing their name, reported 
net profits for the year ended Nov. 26, 
1927, of $2,245,000, compared with $1,874. 
000 in 1926. Return on capital investment 
calculated on the same basis, amounted . 
9.5 per cent in 1927 against 8.2 per cent 
in 1926. 

Shirt and collar manufacturers enjoyed 
a good year. Earnings of Cluett, Peabody 
& Co., makers of the “Arrow” brand, in- 
creased from $1,772,000 in 1926 to $2,282,000 
in 1927, representing a return on invested 
capital of 6.6 and 10.7 per cent in the two 
years respectively. Manhattan Shirt Co, 
second largest producer, increased its earn- 
ings from $1,181,000 in 1926 (year ended 
Nov. 30) to $1,357,000 in 1927, which rep- 
resents return on invested capital of 10.1 
and 11.1 per cent respectively. 

Lack of space prevents comment on the 
smaller concerns in the several fields of 
men’s and women’s apparel, but an exam- 
ination of the profits table will show that, 
despite some irregularity, the majority of 
the representative producers improved their 
position last year. Yet the return is no 
more than moderate, considering that these 
concerns are for the most part the oldest, 
largest and most successful in an indispensa- 
ble industry. 

If the average clothing manufacturer pre- 
sents a statement to a banker showing a 
slight growth in sales, a profit on invested 
capital of 6 or 8 per cent after all expenses, 
including partners’ salaries, with a small bal- 
ance carried to surplus after dividends or 
withdrawals, and a properly balanced set- 
up, he is doing well. Competition continues 
to be keen. The statement should be audited 
by outside accountants. Topheavy inventory 
and slow receivables should be given care- 
ful scrutiny. 

Any sizable increase in “deferred charges,” 
representing the capitalization of advertis- 
ing expenses, brand promotion, etc., calls 
for questioning. The accountants’ treatment 
of this item, if the increase is not justified, 
may create an apparent profit out of an ac- 
tual loss. Resort to this practice may indi- 
cate that the concern is over-capitalized, and 
that its plants and current assets as well 
are in reality worth only half the book value 
to which they must eventually be written 
down before any reasonable return may be 
hoped for. 


The Autumn Outlook 
Satisfactory 


EATHER conditions, always an im- 

portant influence in the clothing busi- 
ness, have during the first half of the cur- 
rent year been almost as unsatisfactory as 
in 1927—the cold, wet spring holding back 
seasonal buying. The acute unemployment 
situation existing in some parts of the coun- 
try also slackens retail sales. Nevertheless, 
with this extended winter season, the dealers 
have been enabled to pretty well liquidate 
their stocks of heavy goods. 


Leading producers of popular-priced 
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trade-marked men’s clothing reported a 
good volume of spring business, with many 
retailers insisting on quick deliveries. In- 
yentories at present are low, and with the 
cut-price clearing sales now over, the senti- 
ment regarding autumn trade is cheerful. 

Women’s clothing trade this spring ran 
substantially ahead of a year ago, and de- 
mand for lighter weight dresses for summer 
wear is strong. Printed silks continue to be 
the most popular fabric. If the second 
semester of the year is as active as the first 
has been, earnings in this line will give 
little cause for complaint. 

Cotton price stability in recent months 
has helped the men’s shirt and collar busi- 
ness, and all indications point to a year fully 
as satisfactory as 1927. Demand appears 
to be divided about equally between cheap 
and high-grade cotton shirts, and between 
plain white and fancy colors, with rayon 
and silk mixtures popular, but all-silk still 
quiet. 

Silk price stability has in the same way 
helped the hosiery business, and sales of 
women’s silk hosiery are running well ahead 
of a year ago. Well-established knitting 
mills should enjoy even better profits than 
last year providing production is kept in 
close step with actual trade requirements. 

Underwear sales are sharing in the gen- 
erally increased activity of the other lines 
noted above. Trade reports characterize 
the firmness of prices, rapid movement of 
goods, frequent repeat orders, and satisfac- 
tory outlook for fall. Demand and produc- 
tion of the various underwear styles appears 
to have now approached nearer to equi- 
librium than for some years, and relative 
stability prevails between the manufacturers 
of ribbed and woven and “athletic” gar- 
ments, of both cotton and silk. 

The greatest improvement this year will 
doubtless be enjoyed by the larger concerns 
having integrated organizations from pur- 
chasing and designing to the ultimate con- 
sumer. Since the annual purchase of cloth- 
ing by the public increases only slowly, the 
gains of these heavily capitalized corpora- 
tions cannot fail to make inroads on the 
small family enterprises. Numerous mergers 
are expected to be effected, and expansion 
will continue to be concentrated in the di- 
rection of retail outlets. 

There is less seasonal buying of clothes 
than formerly. Better heated homes and 
offices and closed automobiles enable men 
and women to wear lighter weight clothing 
the vear around. Consequently there is not 
the regular change semi-annually from light 
to “heavies.” 


Philadelphia’s Financiers 
(Continued from page 934) 


It is often erroneously suggested that 
Morris was himself financially ruined by 
the Revolution. He was not, but on the 
contrary was reckoned one of the nation’s 
wealthiest men when peace came. 

Vast land purchases afterwards, which 
reached many million acres in Pennsylvania 
and other states were the direct cause of his 
financial crash which resulted in his im- 
Prisonment for debt. 

Stephen Girard was another immigrant 
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Gaining NCW 
depositors and holding 


old ones 


service. 


BONDS + SHORT TERM 


NOTES 


From time to time all bank officers 
are asked for advice and help by 
depositors who are seeking good 
investments for their surplus funds. 
It isn’t necessary to organize a bond 
department or to tie up your own 


funds in order to give investment 


Whenever any of your customers 
are ready to invest, our nearest 
office will gladly submit a choice 
of available issues in which there 


is a profit for you. 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


ACCEPTANCES 


who rose to supreme financial heights. As 
a youth, he came to Philadelphia from 
France. The one-eyed French lad was a 
sea captain, and it was in ships and import- 
ing that he built the largest fortune known 
in the United States up to his own death. 

To various distinguished captains of in- 
dustry has been awarded the honor of first 
using the expression: “Be a bull on the 
United States.” 

Girard never spoke that phrase but he 
acted it for 50 years. He was bullish on 
the future of his adopted country when the 
others sat shivering in deep pessimism. 

During the War of 1812, although the 
country had virtually no debt, its political 
leaders had no faith in its financial stability. 
They were unable, as the phrase goes today, 
to sell the United States to the people of 
the United States. 


So when President Madison endeavored to 
float an issue of $16,000,000, bonds, to carry 
on the war only about $1,000,000 of the securi- 
ties were purchased by popular subscription. 

The crisis was appalling. The situation 
threatened to terminate in the eternal dis- 
grace of the nation. 

Then up stepped the quiet little Philadel- 
phia “Mariner and Merchant,” as he styled 
himself. He said he would personally buy 
$5,000,000 government bonds, and he did. 

He induced the original John Jacob Astor, 
then the country’s second richest man, to 
purchase somewhat less than half that 
amount. 

Girard’s action alone prevented complete 
failure of the United States to sell $16,- 
000,000 of its own bonds. 

Girard had become a banker, as well as a 
mariner and merchant. When the charter 
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Main Orrice , 
140 Broadway 


WE invite accounts of banks, corporations, firms 

and individuals, affording them in addition 
to every financing facility, the varied services of a 
banking and trust institution of international scope. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


LIVERPOOL 


HAVRE ANTWERP 


of the First Bank of the United States ex- 
pired at the end of twenty years, and a 
recharter was denied, Stephen Girard pur- 
chased the beautiful United States Bank 
building in Philadelphia which still stands. 

It was there he carried on his banking 
enterprise until his death in 1830. Girard’s 
name in his day became a synonym for 
wealth and banking power. 

He easily outclassed every other competi- 
tor in his own field. Around the memory 
of but few other men in the United States 
has raged more controversy than has been 
the fate of that prince of optimists. 

Having no children he bequeathed his 
great fortune to found and maintain in 
Philadelphia the Girard College for orphan 
boys. 

This splendid institution with its 1600 
boys housed, fed, clothed, and educated in a 


beautiful cluster of buildings is an enclos- 
ure of 47 acres in the heart of the city, is 
without a rival in its own peculiar domain. 

The Stephen Girard Estate today is val- 
ued at about $100,000,000, the sole purpose 
of which is to carry on his college for or- 
phans. 

What Robert Morris was to the young na- 
tion in the ‘Revolution and what Stephen 
Girard was to it during the stress of war 
at the beginning of the nineteenth century, 
Jay Cooke, another Philadelphia banker, 
was to the Federal Union during the days 
of President Lincoln. 


The Optimistic Jay Cooke 


OOKE came to Philadelphia from Ohio 

and when he became old enough to 
vote he also became a partner in a small 
banking house. 


June, 1928 
If the brilliant careers of Morris. Girard 

and Cooke mean aught for the United States 

today, they mean this in exalted decree: 

Have faith in the future of this favored 
land. 

Jay Cooke was as optimistic as P. T. Bar- 
num. He never looked for nor saw the hole 
in a doughnut. 

This banker of Civil War days had just 
as trying a financial problem as did Morris 
and Girard in previous generations. 

The North and South marshaled against 
each other greater armies in the aggregate 
than had been seen in modern times, To 
finance those armies required super-finan- 
cial ability. 

Half the nation was battling against the 
other half, which put the credit of both sec- 
tions in a perilous state. In that crisis, the 
peculiar talents and genius of Jay Cooke 
rose to towering dimensions. 

He was a banker, but most of all he was 
a supreme statesman. So the Federal gov- 
ernment turned over to Jay Cooke one bond 
issue after another. 

Some of his critics jeered at his flamboy- 
ant methods of selling bonds but his methods 
worked when no others could be made to do 
so. 

Jay Cooke disposed of many hundreds of 
millions of government bonds. The sales 
of Union credit exceeded for a similar 
period anything ever before seen in the 
world. 

Jay Cooke, like his famous prototype of 
the Revolution, Robert Morris, was the 
victim of a deep financial reverse after hav- 
ing accomplished his Herculean task for his 
country. 

No sooner was the Civil War ended than 
Cooke’s optimism and_ bullish sentiments 
found an outlet in railway expansion. 

Beycnd dispute he was the father of the 
Northern Pacific railway project. He 
seized upon a mere engineer’s survey of a 
route and in his own mind swiftly converted 
it into a Continental railroad to the Pacific. 

But such was the fearful reaction of 
American finances a few years after the 
Civil War that it was impossible to finance 
the Northern Pacific. 

Mr. Cooke always said that it was the 
Franco-Prussian War of 1870 which brought 
his downfall. He was negotiating the sale 
of a great issue of Northern Pacific bonds 
in Europe. His work was just at the point 
of completion when Bismarck and Napoleon 
the Third met in that fateful crash which 
ended in the dethronement of the latter. 

Cooke could not then sell a single bond in 
Europe and so came the panic of 1873. Such 
was his transcendent genius that he rose 
again, liquidated all obligations and ended 
his days a wealthy man. 

These three men, Morris, Girard and 
Cooke, were men of immense talent, patri- 
otism, and above all each possessed a spirit 
of optimism in regard to his country which 
wars, panics and failures never defeated. 

In view of the fact that this year the 
American Bankers Association holds its an- 
nual convention in Philadelphia, the history 
of these three great national financiers from 
the Quaker City should have particular in- 
terest for those bankers who expect to at- 


tend the convention. 
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Our International 


Payments 
(Continued from page 946) 


also have been omitted from the 1927 review 
since it has been found impossible to form 
4 sound estimate of the movement of such 
currency. Many millions of dollars in 
American currency are distributed abroad 
each year by tourists, sailors, immigrant re- 
mittances, and other agencies. The great 
bulk of this export soon finds its way back 
to the United States, either by returning 
travellers or bank remittances. Although 
there is still a large amount of such currency 
held abroad either for use in local circula- 
tion, as is the case in Cuba and some South 
American countries, or as a safe means of 
hoarding, it seems unlikely that the excess 
of either exports or imports is large enough 
at the present time to materially affect in- 
ternational payments. 


Charitable Contributions 
Decrease 


T may be disappointing to idealistic Amer- 

icans that in 1927 American contributions 
to missionary and charitable work abroad 
show a decrease as compared with previous 
years and there has also been a decrease in 
the remittances of immigrants. There has 
been a downward trend in the missionary 
contributions ever since the high record of 
1922 when the total of such remittances 
reached $75,000,000. In 1923 the record was 
$70,000,000, in 1924, $55,000,000, in 1925 
it was $50,000,000, and in 1926 $46,000,000. 
The record for the past year is placed at 
$43,000,000. The decreased cost of mission 
work abroad, the lessened demand for relief 
in various forms and the contraction in 
mission work in China and the Near East 
account for most of the decrease. With 
respect to immigrant remittances this year’s 
review indicates that probably scme of the 
estimates of such remittances in the past 
have been too high. The restriction of im- 
migration in the United States naturally 
has had a profound effect upon international 
payments of this sort while the improved 
condition of most foreign currencies has 
made such remittances less necessary and 
less profitable than formerly. The fact also 
is to be considered that present immigration 
laws in the United States encourage the 
immigration of the families of previous im- 
migrants, thus reducing the number of de- 
pendents of American immigrants residing 
abroad. The estimate of immigrant remit- 
tances for 1927 is placed at $241,000,000 as 
compared with $253,000,000 in 1926 and 
$370,000,000 estimated for 1922, which was 
probably the year of the largest payments in 
the post war period. 


Interest Income and Capital 
Export Balance 


NE of the most valuable features of 

a review of international payments is 
in the better perspective with which vari- 
ous items which are the subject of popular 
discussion can be regarded. For instance, 
the review for 1927 shows that the receipts 
of the United States on account of war 


debts amounted, roughly, to $200,000,000, as 
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Marketability Assured 
by Nation-Wide 
Trading Facilities 


A clear understanding of marketability is 
necessary in purchasing bonds either for sec- 
ondary reserve or for a customer’s account. 
It is also important for a banker to have 
a reliable trading service at his command. 


For this reason we have just prepared a 
folder which explains what marketability 
really is; why bond trading is largely done 
outside of the Exchanges and, especially, 
why A. C. Allyn and Company, with its 
own Trading Departments in the principal 
financial centers, can render a prompt serv- 
ice on quotations, purchases or sales on 


listed or unlisted bonds and stocks. 


We invite you to send for this 

folder, either for your own 

reading or for passing on to 
customers. Ask for A Z4 


AC.ALLYN*» COMPANY 


Incorporated 
Investment Securities 


67 West Monroe Street, Chicago 


PHILADELPHIA 
MILWAUKEE ST.LOUIS MINNEAPOLIS 
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DETROIT 
SAN FRANCISCO 


compared with total receipts from foreign- 
ers on all accounts of more than $9,000,- 
000,000. In other words, although such re- 
ceipts form an item of increasing importance 
in our international payment balance, this 
item, after all, is comparatively small in 
the make-up of the grand total and cer- 
tainly does not justify the prediction of 
many economists that war debts to the 
United States can only be paid by a flood 
of foreign manufactured imported 
into this country. Indeed, the total net in- 
come of the United States from foreign 
investments abroad, including war debts and 
the yield from long and short term private 
investments, amounted last year to $674,- 
000,000, or almost exactly the same as the 
net amount of new American capital ex- 
ported during the year. 


goods 


So, also, in popular discussion it is usu- 
ally held as axiomatic that the export of 
gold ordinarily accompanies decreased mer- 
chandise exports or increased merchandise 
imports—i. e., gold exports are usually made 
to settle an otherwise “unfavorable trade 
balance.” In 1927, however, the heavy ex- 
port of gold commenced in the latter half 
of the year, during which period our favor- 
able balance of commodity trade was $195,- 
000,000 larger than in the first half of the 
year, and war debt payments to the United 
States also were heavier during the second 
than in the first half of the year.. The re- 
view ascribes as the chief cause of the out- 
flow of gold the need of the yellow metal 
for foreign currency stabilization, for which 
purpose it was purchased as a commodity. 
Lew interest rates in the United States and 
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ervice is a 


Matter of Mene 


products require different shipping 
packages—and there can be only one best method 
for each. To analyze your product and all the factors of 
shipping, marketing, consumer preferences and sales ad- 
vantages, necessitates the service of highly trained experts. 


Almost every industry has, in some way, been benefited 
by the services of Hinde & Dauch Package Engineers. 
These men—over 50 in number—trained to deal with 
packaging problems from the viewpoint of the manu- 
facturer, the carrier, the distributor and the consumer, in- 
crease profits through economical packing and shipping. 


A Package Engineer is ready to render you valuable 
packaging service—free. Write for information 
that may lead to a new method and a new saving. 


THE HINDE & DAUCH PAPER COMPANY 


331 Decatur Street sss Sandusky, Ohio 
OFFICES IN PRINCIPAL CITIES 


The Corrugated Box Indus- 
try is one in which SIZE 
is essential to SERVICE 
—and—Hinde & Dauch 


are the largest producers 
of Corrugated Fibre Ship- 


A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction of 
banking business of every description. Together with its affiliations it 
operates over 2400 branches in Great Britain and Northern Ireland, 
and has agents and correspondents in all parts of the world. The 
Bank has offices in the Atlantic Liners Aguitania, Berengaria and 
Mauretania, and a foreign branch office at 196 Piccadilly, London, 
specially equipped for the use and convenience of visitors in London. 


AMERICAN DEPARTMENT : 


POULTRY, LONDON, E.C. 2 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C. 2 


high interest rates abroad led to the with- 
drawal of foreign deposits in American 
banks and other short term funds, which 
made the transfer of gold practicable with- 
out undue premium. Since the United States 
had more gold than has been necessary for 
its requirements, the gold movement, in fact, 
became merely an interchange of funds, 


ping Boxes and 
materials in the worl 


most of the imports being paid for out 
of foreign funds already in the United States. 
Gold exports, in fact, were largely com- 
modity exports rather than international 
payments. They had no other effect on the 
international payments of the United States 
—at least in 1927—than a similar value of 
any other commcdity. 


International Balance 


HE fact is that in the aggregate of 

international payments few, if any, single 
items have any controlling importance. They 
are swallowed up, engulfed and lost in the 
great ebb and flow of international bysj- 
ness. A loss in one item is usually adjusted 
by a gain in some other item. An increase 
in our exports of merchandise may be met 
by a decrease in foreign holdings in Amerj- 
can banks. A decrease in immigrant re- 
mittance as likely as not is met by an in- 
crease in foreign deposits in American 
banks. Ebb and flow are equalized in the 
tremendous financial and commercial adjust- 
ments which go on without ceasing from 
day to day, week to week, month to month, 
and year to year, and it is only by a com- 
parison of the credit items of the United 
States over considerable periods that the 
actual position of this country in its rela- 
tion to other countries can be ascertained 
even approximately. Mr. Hall in this year’s 
review estimates that the total of private 
American long term investments abroad at 
the end of 1927 amounted to from $11,- 
500,000,000 to $13,500,000,000, or about 
$1,000,000,000 more than at the end of 1926, 
The investments in the United States by 
nationals of seventeen selected countries at 
the end of 1927 are estimated at $3,700, 
000,000, representing, probably, an increase 
of between $100,000,000 and $125,000,000 
over foreign holdings in the United States 
at the end of the previous year. While 
the transactions in 1927 show a much larger 
purchase and sale of American securities 
abroad and foreign securities in the United 
States than in previous years, the net move- 
ment, taken in conjunction with known con- 
ditions in the United States, was as dis- 
tinctly indicative of increasing American 
wealth as measured by foreign investments 
as the most ardent American patriot could 
desire. 

As the authorities of the Department of 
Commerce repeatedly have pointed out, a 
statement of the nation’s balance of inter- 
national payments is neither a national bal- 
ance sheet nor a profit and loss account; 
but no one can study the various items con- 
stituting this annual review without an ap- 
preciation of the significance of the stu- 
pendous transactions they measure. National 
profit and loss may be hidden in the intri- 
cate maze of these transactions at home 
as well as abroad, but a review of inter- 
national payments at least affords a measure 
of the increasing importance the financial 
relations of the United States with the rest 
of the world attain with each passing year 
as a part of our national life. 


England’s Currency 


The Churchill Currency Bill, which will 
probably become effective in Great Britain 
the first of next year, stipulates that the 
power of note issue shall be vested solely 
in the Bank of England. Heretofore there 
has been a dual circulation by the bank and 
the government. The bank will issue one 
pound and ten shilling legal tender notes, 
while the total outstanding circulation of 
the bank’s issue department will be lowered 
from approximately 90 per cent to 40 per 
cent. Fiduciary note issues will be fixed 
at 260,000,000 pounds. 
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False Gods 


(Continued from page 926) 


bank, felt it no more than right that the 
higher offices in the institution should be 
filled from their own body, and, sometimes, 
the presidency became, by custom, the per- 
quisite of the senior trustee without regard 
to his knowledge of banking technique. In 
other institutions the position of president 
was thought a suitable and dignified office to 
be bestowed on citizens of distinction who 
had retired on account of age from the 
hurly-burly competition of business life. In 
both cases, the relations of the bank to its 
customers and its technical operations were 
carried on by the treasurer or some sub- 
ordinate official who had come up from the 
ranks and was given the satisfaction of 
more or less complete control of the institu- 
tion in lieu of the hope of promotion. 

All this, together with an almost entire 
absence of competition until the beginning 
of the present century, set the savings bank 
executive on a different plane from that 
occupied by his patrons, a plane where dig- 
nity, honesty and financial wisdom were the 
important things, and it isn’t surprising that 
all of us officials were human enough to feel 
our position. We were the little gods who 
operated the savings bank machine, hard 
working, honest, right-minded gods, it is 
true, but made of just a bit different stuff 
from the depositors or the clerical force, 
and really, though we never suspected it 
“false gods.” This is what I have called 
“the old savings bank view-point.” The new 
view-point is another story. 


The National Debt 


(Continued from page 950) 


ers is turned over to government security 
holders for the redemption of outstanding 
obligations, new money is made available 
for investment. No one at present is able 
to estimate the proportion of annual public 
debt retirement which represents this new 
money. But when Congress surveys the ma- 
chinery of the Federal Reserve System from 
the standpoint of efficient credit control, 
there must come a very extensive considera- 
tion of the relation of large scale public debt 
retirement to the flexibility of the national 
credit structure. 


Money and Prices 


The strengthening of commodity prices 
has been in the right direction and has 
greatly improved the farmer’s position, says 
the June Digest of Trade Conditions, issued 
by the Central Trust Company of Illinois. 
“There are reasons for expecting improve- 
ment in metal prices, with some further 
gain in petroleum and a material improve- 
ment in rubber. The purchasing power of 
the dollar has gained thirteen cents since 
the mid-summer of 1920, when the buying 
power of the dollar was only forty-nine 
cents compared with July, 1914. The in- 
crease in the value of the dollar has been 
brought about through a decrease of 31 
per cent in food prices; and a drop of 11 
per cent in rents, together with some de- 
cline “in the price of practically everything 


AMERICAN BANKERS ASSOCIATION JOURN: AL 


The Only Time This Announcement Will Appear 


EDITION STRICTLY LIMITED TO 300 NUMBERED COPIES 


UNTRODDEN FIELDS 
ANTHROPOLOGY 


Observations on the Esoteric Manners and Customs of Semi-Civilized 


Peoples 


A Recorp oF TuHirty YEARS’ EXPERIENCE IN 
Asta, AFRICA, TROPICAL AMERICA, AND OCEANICA 


By a French Army Surgeon 


IssuED FroM THE SeEcoND (Enlarged) EDITION WITH FOREWORD 


AND Copious NoTES BY THE EDITOR, 


CHARLES CARRINGTON, PARIS 


Illustrated with Numerous Full-Page Plates in a Separate Portfolio 


Price and full particulars of this exceedingly 


rare work on Medical Anthropology will be 


furnished only in response to requests written on the Professional, Business, or Social 


Stationery of the applicant. 


Over half the Edition subscribed for in advance of publication. 


Please mention American Bankers Association Journal in writing. 


AMERICAN ANTHROPOLOGICAL SOCIETY 


45 West 45th Street 


New York, N. Y. 


This Book Free to 
Bank Executives 


Thousands of bankers in 
every section of the country 
have first hand knowledge of 
The Collins Service. Others, we 
feel sure, will welcome an op- 
portunity to learn more about 
this organization that was the 
first to furnish a comprehensive 
advertising service to banks, 
and is today the largest in its 


field. 
““PRESTIGE 
AND 


PROFITS” 


is the title of an attractively 
printed book that tells some 
rather interesting facts about 
the Collins organization and 
what it is doing for pro- 
gressive bankers. 


This book is intended for 
bank executives only, and will 
be mailed promptly on request. 


THE COLLINS SERVICE 


Financial Advertising 


1518 WALNUT STREET, 
PHILADELPHIA, PA. 


that gces to make up the family budget. 
While the purchasing power of the dollar 
is still 38 per cent below the immediate pre- 
war average, an hour of labor brings 131 
per cent more wages than prewar, the re- 
sult being the greatest spread between the 
cost of living and the wages of hand 
workers which labor has ever enjoyed. 


For lovers of the 
English Poets 


“THE beauty of the Lake District has 
inspired many of England’s finest 
poems—many of her sweetest songs. 


Make a pilgrimage to Cockermouth, 
where Wordsworth was born, Hawks- 
head where his grammar school 
still stands, Rydal where he spent 
his later years. Visit Dove Cottage 
—now a museum—where Words- 
worth lived and De Quincey, and 
where Hartley Coleridge died. Southey 
lived at Keswick, in Greta Hall, and 
his monument there is inscribed by 
Wordsworth. George Romney, the 
painter, lived at High Cocken. 


These are but few of the pilgrimages 
to be made—in the lovely scenery of 
the English Lake District. The London 
Midland and Scottish Railway en- 
circles the Lake District with branch 
lines to the principal beauty spots. 


LMS 


Illustrated pamphlets from John Fair- 
man (De _ A. 41), 200 Fifth Avenue, 
New Yor Or from any L M S Agent, 
Thomas Cook € Son, or the American 
Express. 
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Early in April, 1928, 
in the 


New York Times 
New York Herald Tribune 
New York Sun 
Wall Street Journal 


we recommended for investment— 


Baltimore American 
Insurance Co. 


Chase National Bank 
New York 


Financial and Industrial 
Securities Corp. 


First National Bank of 
Rockville Center, L. I., 
N. Y. 


Providence Washington 
Insurance Company 


The above stocks are now selling at 
an average of $64 per share above 
the prices at which they were re- 
commended. 


For investment we now 
especially recommend: 


Providence Washington 
Insurance Company 


First National Bank of 
Rockville Center, L. I., 
N. Y. 


Baltimore American 
Insurance Co. 


Ralph B. Leonard & Co. 


Specialists in Bank and Insurance Stocks 
25 Broad St. New York 


Condition of Business 
(Continued from page 974) 


Finished textile products continue fairly 
stable despite the firmness in raw wool 
prices and the weakness in raw silk. Cot- 
ton at twenty-one cents is about one cent 
below the current year’s high but five cents 
better than a year ago. 

Undoubtedly the greatest feature in recent 
price movements has been the decline in 
crude rubber prices both before and after 
the announcement by Great Britain of the 
abandonment of the Stevenson Plan for re- 
stricting exports of rubber from British 
plantations in the Far East. At the begin- 
ning of the current year crude rubber was 
selling at $.41 per pound from which it 
declined to $.165 cents in April, represent- 
ing a drop of 60 per cent in less than four 
months. A slight rally has carried quota- 
tions up to around $.18 at the present time. 

The latest table of the Department of 
Labor based on some 550 commodities at 
wholesale is as follows. The 1926 average 
is taken as 100. 


Group 


Hides and leather 

Textile products 

Fuel and lighting 

Metals and products 
Building materials 
Chemicals and drugs 
Housefurnishing goods .... 
Miscellaneous 


All commodities 


The composite is about 1.5 per cent higher 
than the previous month and 4 per cent 
higher than a year ago. It is significant 
that raw materials have advanced during the 
year from 92.7 to 100.1, while finished prod- 
ucts have advanced from 94.1 to 95.9, which 
indicates a decreasing margin of profit for 
manufacturing concerns generally. Whereas 
a year ago there was a theoretical spread of 
1.4 points in favor of the manufacturer, 
there is now a relatively unfavorable spread 
of 4.2 points. 


Bond Prices Lower Because 
of Money Firmness 


IGHTENING money conditions have 
brought about a setback in prices of 
bonds, all classes of which have reacted. 

High grade domestic bonds, as measured 
by the New York Times’ average, stand 
around 92.11, or 1.49 points under the 1928 
high, although they are still slightly above 
prices one year ago. 

Foreign government bonds, based on the 
same index, are around 106.39, or 1.03 points 
below the current year’s high and slightly 
above one year ago. 

United States Government bonds have all 
declined, since they are particularly sensitive 
to changes in money market conditions. 
Losses range from a fraction in some issues 
to 2.5 points in the Treasury 4%s of 
1947-52. 


New Underwritings Continue 
Large 


HE volume of new issues continues 

heavy, with preferred and common stock 
offerings strongly competing with bonds for 
the investor’s capital. 


June, 1928 


Bank of America 
Bankers Trust Co. 
Chase National Bank 


Mechanics Bank 
BROOKLYN 


N. Y. Title & Mortgage 


Public National Bank 
& Trust 


State Bank 


Inquiries Invited 


Hanson & Hanson 
25 Broadway New York 
Phone Whitehall 6140-55 


Bank 


and 


Insurance 


Stocks 


Write for BTI 


GutTtac Bros. 


16 Exchange Place, New York 
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April March April 
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108.7 124.0 126.7 
96.5 96.5 
98.4 98.4 
cones 91.0 92.5 
wees 97.8 98.3 97.9 
: 86.8 84.9 
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CLINTON GILBERT 
Will Buy or Sell 


Bank of America 
Chase National Bank 
Chatham Phenix 


Liberty National Bank 


Manufacturers Trust 


National City Bank 
National Park Bank 


CLINTON GILBERT 


ESTABLISHED 1890 


2 Wall Street, New York 
Rector 4845 and 8720 


HENRY G. ROLSTON 
& CO. 


30 Broad Street 
New York 


Telephone Hanover 1114 


BANK 


and 


INSURANCE 
STOCKS 


For Investment 
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Increase in financial or investment com- 
panies organized this year places this class 
of securities among the important factors 
to which consideration must be given in 
studying the market today. By purchasing 
listed stocks for investment, these so-called 
“trusts” have tended to decrease floating 
supply and make it easier to bid up prices. 
As long as bull markets prevail, there will 
be trading profits, but practically none of 
the hundreds of these companies in exist- 
ence today have gone through the test of 
a bear market. 

Largest offering curing the month was 
$50,000,000 external 414s by the Common- 
wealth of Australia. These bonds, which 
mature in 1956, were priced at 92%, to yield 
the buyer 5 per cent. 

Following are the offerings of $5,000,000 
or more. It is interesting to note that no 
less than six are German issues, aggre- 
gating $83,750,000, or 22 per cent of the 
grand total. Interest charges thereon will 
amount to $5,500,000 annually. In what form 
do we wish to receive it—as imported Ger- 
man goods to use in place of American 
products, for example? This question of 
settlement will be an important one before 
long. 


Developments in the Aviation 
Industry 


N the past we have referred to the growth 

in aviation that has made it a definite 
industry to be reckoned with. Develop- 
ment of new industries furnishes an out- 
let for capital that might otherwise be put 
back into established lines already having 
sufficient capacity for production, and there- 
by diminish the rate of return on invest- 
ment. 

Recent announcement of the formation 
of Transcontinental Air Transport, Inc., to 
operate forty-eight-hour air-rail passenger 
service between New York and Los Angeles, 
has attracted widespread attention on the 
part of the financial world to the aviation 
industry and its future commercial possi- 
bilities. 

Capitalized at $5,000,000 to start, this new 
company is backed by the two leading manu- 
facturers of airplanes and motors, Curtiss 
Aeroplane & Motor Company and Wright 
Aeronautical Corporation; by two leading 
railroads, Pennsylvania Railroad Company 
and Atchison, Topeka & Santa Fe Railway 
Company; and by a banking group headed 
by Blair & Company. 

C. M. Keys, president of the Curtiss Com- 
pany and of Transcontinental Air Trans- 
port, Inc., gives the following details of 
the schedule: 

“The first service will permit passengers 
to leave New York on the Pennsylvania 
Railroad at 6.05 in the evening, take an 
airplane near Columbus, Ohio, after break- 
fast in the morning, stop for lunch in St. 
Louis, and continue the flight to Wichita, 
Kan., in the afternoon; transfer to the 
Atchison, Topeka & Santa Fe Railroad train 
to a convenient point in New Mexico and 
fly the next day into Los Angeles, arriving 
there in the late afternoon. The New York 
to Los Angeles trip will require two days. 
This compares with four days required at 
present by fastest railroad connection.” 

General W. W. Atterbury, president of 


WE BUY AND SELL 


BANK 
Stocks 


INSURANCE 
Stocks 


TRUST CO. 
Stocks 


INDUSTRIAL 
Stocks 


CHAIN STORE 


Stocks 


Inquiries Invited 


& TROSTER 


Dealers in 
“OVER THE COUNTER” 
Securities 


74 Trinity Place New York City 
Whitehall 1112-1118 


Private wires to 
Chicago, Philadelphia and Hartford 


HE 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more than six 
thousand banks in thes United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


$52,156,000 


Underwriters 
of 
Surety Guaranteed 
First Mortgage Bonds 


Issuing bonds under the Colonial 
Plan are old, established First Mort- 
gage Companies operating in the fol- 
lowing cities: 

Chicago, Detroit, Indianapolis, Pitts- 
burgh, Los Angeles, San Francisco, 
Seattle, San Antonio, Fort Worth, 
Louisville, Huntington, Charlotte, 
Greensboro, Winston-Salem, Ashe- 
ville, Tampa, Cleveland, Cincinnati, 
Philadelphia, New York. 


Inquiries from Investment Bankers 
solicited. 


The Colonial Mortgage 


Investment Company 
Citizens National Bank Building 
Baltimore, Md. 


the Pennsylvania Railroad and a director 
in the new company, refers to the plan as 
follows: 

“The Pennsylvania Railroad has taken 
this step after careful consideration. Our 
railroad has become part owner of the 
Transcontinental Air Transport, Inc., in the 
belief that the time is ripe for the inaugura- 
tion of safe and convenient passenger air- 
plane service in this country, in coordina- 
tion with rail facilities. 

“Years of flying and careful research have 
demonstrated that, with proper maintenance 
and operation, passenger airplanes of the 
type to be used by the new company, flying 
only in daytime and over carefully selected 
and marked routes, can be safely operated. 

“Not until we were convinced that a de- 
pendable air service could be produced on 
a sound basis, and that an independent or- 
ganization had been developed competent to 
give a safe and satisfactory service, did we 


feel justified in giving our support to such 
an enterprise. We feel those conditions are 
met in the present undertaking and that it 
will be the forerunner of far-reaching de- 
velopments.” 

Trading in shares of companies making 
planes, motors and parts has enjoyed a boom 
recently, with tremendous turnover at rap- 
idly advancing prices. 

Of the two leading companies listed on 
the New York Stock Exchange, Curtiss sold 


this year from a low of 53% to a high of 
19234, and last November could be had for 
as low as 45% per share. Wright stock 
may not have seemed attractive at 24y 
in April, 1927, but during 1928 sold from 
69 up to 245. There has been some reaction 
from the top prices, which is customary in 
cases where the speculation is so active and 
the increase so rapid. 

The tabulation below might be spoken of 
as a “consolidated earnings statement” of 
American industry, and shows the necessity 
of looking into the figures of the various 
“subsidiary” statements making it up. Seven- 
teen groups had better earnings in 1927 than 


in 1926, while sixteen were lower. 

Also, it shows the relative importance of 
the different lines of business measured by 
profits. Sixty-seven companies in the cot- 
ton, silk, wool, apparel, leather and shoe 
industries made $73,000,000, while sixty-nine 
concerns producing automobiles, trucks and 
accessories made $336,000,000. Twenty-four 
coal mining companies made $6,000,000, and 


twenty-five tobacco companies $125,000,000. 

Petroleum producers and refiners, num- 
bering seventy-six, suffered a drop in earn- 
ings from $648,000,000 in 1926 to $315,- 
000,000 in 1927, representing a decrease of 
$334,000,000, or 52 per cent. Yet this in- 
dustry is still the largest earner on the list. 

Public utility systems increased profits 
10.7 per cent last year, while Class I rail- 
roads decreased 12 per cent. 

Last year’s decline of 12 per cent in the 
grand total of industrial, railroad and public 
utility earnings might well be given care- 
ful consideration in view of the action of 
Congress in voting substantial tax reduc- 
tion on the one hand and increased govern- 
ment expenditures, including flood relief 
and the atrocious McNary-Haugen farm 
bill, on the other. 


Industrial Corporation Annual Reports 


Industry 


1925 


$34,489 
44,917 
14,532 
359,058 
63,990 
55,939 
99,549 
9,012 
102,482 
4,486 
76,486 
72,958 
81,861 
27,992 
194,365 
27,802 


Agricultural 
Amusements 

Apparel 

Automobile and Trucks 
Automobile Accessories 
Building Materials 
Chemicals and Drugs 
Coal Mining 

Copper Mining 

Cotton Manufacturing 
Electrical Equipment 
Flour and Bakery 
Food Products 

Heating and Plumbing 
Iron and Steel 

Leather and Shoes 
Lumber and_ Furniture 
Machinery, Etc. 

Meat Packing 
Merchandising 
Non-ferrous Metals (exc. copper) 
Office and Home Appliances 
Paper and Products .... 
Petroleum 

Printing and Publishing 
Railway Equipment .. 
Rubber 

Shipping 

Silk Manufacturing 
Sugar 

Tobacco 

Woolen Manufacturing 
Miscellaneous 


10,713 
52,900 
35,244 
171,479 


Net Profits—000 Omitted 


1926 1927 


$43,625 $44,218 
60,587 


Per Cent Change 
26-27 1925-27 


to to 


wr 


VID 


Total Industrials 
Railroads 


$2,614,459 
1,136,973 
401,484 


$2,867,143 
1,233,003 
462,979 


$2,379,156 
1,085,342 
512,819 


+1 ++ 


Np 
Oo 


$4,152,916 


*Deficit. 


$4,563,125 $3,977,317 


- 
1020 
No. 
19 
21 15,984 18,883 
30 391,486 285,794 
39 55,348 51,712 
26 57,708 47,095 
37 124,220 132,601 
24 24,273 5,606 
. 31 119,846 106,853 
25 507* 12,250 
25 83,346 82,529 1 
14 84,160 91,562 8 
26 96,802 101,301 4 
11 28,560 26,636 6 
42 242,183 179,695 
; 15 24,087 35,436 
9 8,951 7,101 
43 63,915 51,273 
11 33,047 14,702 
73 180,440 195,637 
36 90,054 92,772 80,742 
27 55,793 61,354 65,358 
; 15 11,913 11,799 14,163 
76 578,332 648,537 314,734 
15 25,131 25,364 28,775 
19 27,760 49,332 39,239 
15 72,874 34,935 49,813 
14 9,807 8,469 10,692 
9 10,392 6,465 4,858 
26 14,974 9,286 23,756 1 
25 109,992 120,003 124,663 
7 2,359 6,985* 2,381 
42 64,817 65,066 68,511 
129 Public Utilities ...........00- + 10.7 
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Convention Calendar 


STATE 
ASSOCIATIONS PLACE 


Oregon Gearhart 
West Virginia 
White Sulphur Springs 
Washington Longview 
Connecticut Manchester, Vt. 
Massachusetts 
Manchester, Vt. 
Iowa Cedar Rapids 
Minnesota Pequot 
Michigan S. S. Noronic, 
Mackinac, Parry Sound & 
Owen Sound 
Idaho Boise 
South Carolina Myrtle Beach 
Illinois Rock Island 
Colorado 
Troutdale in the Pines 
Utah Ogden 
Maine Belgrade Lake 
New York Upper Saranac 
Wisconsin Milwaukee 
North Dakota Dickinson 
Wyoming Yellowstone Park 
Montana Yellowstone Park 
. Kentucky Louisville 
. 19-21 Indiana Gary 
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Honsinger Patented Devices 
and Ban-Tex installation in 
Union State Bank, Fordson, 
Michigan. 


Is your bank Bandit-Proof ? 


Hold-ups come when least expected. It pays 
to be prepared. 

Honsinger Patented Bandit-Resistant Devices, 
used in connection with Ban-Tex, the Bullet- 
Resistant Wire Cloth, and Bullet-Resistant 
Glass, provides ample security against bandit 
attacks. 

The cost of installation is negligible compared 
with the protection provided for money, em- 
ployees and customers. Write today for Book- 
let No. 79-C and complete information. 


Buffalo Wire Works Co., Inc. 


(Formerly Scheeler’s Sons. Est. 1869) 
568 Terrace 


The Honsinger Patented Amplifier 
with Gun-port permits normal conver- 
sation and allows the person inside the 


. 26-28 Arizona Globe Buffalo, N. Y. 


OTHER 
ASSOCIATIONS PLACE 


June 11-16 Assn. Nat. Credit Men 
Seattle, Wash. 
June 13-15 Nat. Assn. of Mutual Savings 
Banks, Swampscott, Mass. 
June 15-16 New England Bankers 
Manchester, Vt. 
June 18-22 American Institute of Bank- 
ing, Philadelphia, Pa. 
Sept. 17-20 Financial Advertisers Assn. 
Utica, N. Y. 
Oct. 1-4 American Bankers Assn. 
Philadelphia, Pa. 


Bankers and Bank Attorneys 
PREFER TO USE 


BANKERS’ LAW REGISTER 


A selected list of attorneys compiled by Bankers for Bankers 


A copy of the Current Edition and complete information 
will be sent any bank free on request. 


Book Announcement 


HE Mythology of Reparations. By 
Robert Crozier Long. Gerald Duck- 
worth & Co., London. 

The author of this book is a frequent con- 
tributor to the AMERICAN BANKERS Asso- 
CIATION JoURNAL. His articles have dealt 
largely with German finance, of which he 
is an ardent student and a close observer. 
“He has spent eight years in Germany ex- 
clusively in the study of economic problems 
and especially of the Dawes Plan,” says the 
publisher’s annonncement. “He believes that 
it will succeed in spite of the myths that 
the mark reparation annuities may be un- 
transferable to the Ally creditors, and that 
Germany may be unable to make the mark ; 
payments. The first part of the book de- 4 


Ro 
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THOMAS ASHWELL & COMPANY, INC., Publishers 
20 VESEY STREET NEW YORK CITY 


Is Your Bank Window, 
A Blank Window? 


A booklet and a letter outlining our 
Poster service is yours for the asking. 
Use the coupon. 


National Service Bureau 
of New York, Inc. 


Melville M. Greig, President 
80 John Street New York City 


molishes the so-called transfers question. 

The second deals with Germany’s develop- i 
ment since the Dawes Plan came into force, ‘ i 
and in particular with her savings; and he 


Sitting Pretty 


shows, from authoritative statistics, that SS 
Germany is paying for reparations only a 

small fraction of her current increment in 

wealth. Other problems dealt with are Ger- soni : 
man borrowing from abroad, reparation ————_—_—— 
competition, the characteristics of the Ger- Window or Lobby 
man bureaucracy and the policy of the Display 
Office for Reparation Payments in Berlin.” 


Rubber stamp for Poster information. 
O Window (1) Lobby C Front of Building 
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Sound Banking 
Includes 
Self-Protection 


This can best be secured 
with — 


in gas guns built into your bank to 
conform tothe style of architecture and 
concealed in walls and partitions at 
strategic points; in messenger bags; in 
police billies; and in revolver cartridges. 


Banks everywhere—more than 3000 
are using Federal Gas for 
daylight protection. 


Write for This Booklet: 
‘Beating the Bandit”’ 


—which tells you all about this marvelous, 
scientific method of protecting your life and 
property. 


FEDERAL LABORATORIES, Inc. 
1631 Liberty Avenue; Pittsburgh, Pa 


Branches in Principal Cities 


Municipal Bonds 


Safety of Principal 
All Maturities 
All Denominations 


Tax Exemption 


414% to 6.00% 


Write for Offerings 
and Bank Discounts. 


Sond Co. 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


The Bank Auditor’s Responsibilities 


By FRANK O. WETMORE 


Chairman, Board of Directors, First National Bank, Chicago 


REAT responsibilities are placed on 

a bank auditor. On the other hand, 

the position of an auditor is one of 
unusual opportunity. He must be intimate- 
ly acquainted with the detail of all depart- 
ments, including the complicated accounting 
of the foreign, bond, and real estate depart- 
ments and the Joint Stock Land Banks. By 
reason of his daily contacts he acquires a 
greater knowledge of his bank as a whole 
than most any other officer in it. 

In establishing an auditing department 
with such broad supervisory powers, a bank 
naturally meets with the opposition of some 
of its clerks, department heads and even 


officers who are so narrow-minded as to be 


unwilling to surrender part of their duties, 
even though realizing the benefits to be 
derived by so doing. Such opposition must 
be overcome. 


N creating a position of auditor, a cor- 

poration announces the appointment of 
an officer whose responsibility, in the last 
analysis, is to the stockholders or the stock- 
holders’ representatives, the board of di- 
rectors. 

This theory of an auditor’s duties is clear- 
ly demonstrated in the custom prevalent in 
England of the stockholders appointing au- 
ditors at their annual meetings. It is a 
position that requires of the occupant the 


closest of application to his duties and the 
highest standards of ethics. 

All reports should be made to the directors 
of a corporation, they being the selected 
representatives of the stockholders, and not 
to an officer of the company. 

There always have been and there al- 
ways will be officers of corporations that 
are open to criticism for misconduct or poor 
judgment, and the only way that such criti- 
cism can be effectively made is by present- 
ing it to those who are responsible for the 
officer’s employment. 


T is much easier to criticize than to cre- 

ate, and therefore those who have the 
responsibility of criticizing should be doubly 
sure of their ground before they speak. 
This requires a most careful study of the 
problems presented—the cultivation of poise, 
the elimination of all personal animosity, 
and frequently great personal courage. 

If an auditor is with an institution the 
directors of which expect him to assume 
the responsibility of the title of auditor 
but do not give him proper opportunity to 
make reports directly to them, he should 
hunt a new job, and particularly so if he 
finds himself in the uncomfortable position 
of being, by silence, compelled to tacitly 
approve conditions open to serious criticism. 


What Protection Shall We Buy? 


By H. P. MICHAEL 


Burglary Protection Engineer of Underwriters’ Laboratories, Chicago, III. 


LL bank executives, at one time or 
another, are confronted with the 
questions, “What protection shall we 

buy? Shall it be tear gas, bullet-resisting 
inclosures, or a burglar alarm? What make 
of system is best?” 

These questions must be answered with 
the greatest of care, since the purchase may 
be an asset or a liability; it may inspire 
public confidence or may lose it. 

The vault and banking room should be 
surrounded by the most reliable protective 
devices that can possibly be afforded. It 
should be done now, not next year nor next 
week. 

Reliability, protection of employees, sim- 
plicity, and cost are the important consid- 
erations in buying. The reliability and value 
of any protective equipment can best be 
determined by experience and by the opin- 
ion of competent authorities. Experience 
is reflected in the rates or credits given 
by insurance companies to different pro- 
tective devices. The recognition given will 
usually indicate, roughly, the relative value 
of one class of devices as compared with 
another for the use intended. The average 
banker will probably find that systems which 
are automatic and require no hazardous move 
on his part are preferred for daylight raid 
protection. This does not hold for the bur- 
glary hazard. 


Having made a mental selection as re- 
gards reliability, the banker should consider 
the protection of human life. He should 
not expect his employees to resist the bandits’ 
command if resistance jeopardizes the lives 
of employees and customers. Do not allow 
them to be locked in the vault. There are 
door attachments to prevent such happen- 
ings. Every daylight raid is a potential life 
hazard, but every safety device in a bank 
is a potential safeguard tending to discour- 
age the attack. 


IMPLICITY and cost are related items, 

and may be so considered. Mechanical 
devices are perhaps the simplest and least 
troublesome of all, but they are not always 
sufficient. For protection of vaults, alarm 
systems are the most widely used and ac- 
cepted. Any burglar alarm capable of re- 
sisting attack is a complicated and _ highly 
developed signaling system. Some false 
alarms will be experienced. The same make 
of system may give one false alarm in 
five years on one bank, or five false alarms 
in one year on another. Do not expect a 
cheap alarm to perform as well as a higher 
grade of system. The banker must be pre- 
pared to contribute a yearly maintenance fee, 
replace batteries, and pay for other inci- 
dental repairs which will vary with the 
make of system. An electrical system must 
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Is Your Mail Private 
or Public? 


“Aha! ~-I see Frank Quinley 
ii owes his Bank 
$5000” 


Do you send your private confiden- 
tial mail in envelopes that can be “read 
through” by anybody from the janitor 
and office boy on up? 

This country-wide need for a private 
one-piece window envelope is what 
prompted us to develop the new 


The pake one - piece 


window envelope renders your mail 
absolutely confidential so far as read- 
ing through it is concerned—it cannot 
be deciphered by prying eyes even 
when holding it before a strong light, 
thus safeguarding your customers’ 
private business transactions with your 
house. 


Showing How Ordinary Envelopes Can be Trans- 
parentized With Gasoline and Contents ‘‘Read 
through’’ them, Leaving No Trace of Tampering 


Let us send samnles and prices 


of this wonderful pake 


You can_ then 
judge for yourself their splendid 


merit. 


TRANSO ENVELOPE Co. 


3530 North Kimball Avenue 
Chicago, Illinois 


be tested conscientiously and frequently. 
Even though all funds are insured, a loss 
resulting from failure to care for the sys- 
tem may be a great inconvenience and less- 
ens the bank’s standing in the eyes of cus- 
tomers and insurance carriers. 

Reference was previously made to the 
opinion of competent authorities as a meas- 
ure of the reliability of a system. By this 
was meant the listing of systems by Under- 
writers’ Laboratories, a non-commercial, 
unbiased, testing institution which is main- 
tained by insurance companies for no other 
purpose than to give the best obtainable 
opinion on the merits of materials, devices, 
and systems upon which they depend. 

Local burglar alarm systems are classi- 
fied as Grade A, B, and C, according to 
merit. Grade A is the accepted standard of 
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a good alarm. Bandit-resisting inclosures, 
tear gas, relocking devices, safe deposit 
boxes, and many other appliances are not 
graded as A, B, etc., but are examined for 
compliance with minimum _ requirements. 
Systems failing to comply with these mini- 
mums are not listed. 


N addition to this merit classification, in- 

stallations are usually further classified 
for insurance purposes as to extent of pro- 
tection, for example, complete or partial 
vault alarm. Many classes of devices may 
be identified in the field by a certificate in- 
dicating the classification of the equipment. 
These certificates are issued by the listed 
installing company, subject to yearly check 
of a percentage of certificated equipments by 
the Laboratories’ engineers. No supervision 
whatever is given unlisted or non-certificated 
installations, and for this reason prospective 
purchasers of such equipment should specify 
in their contract that a certificated installa- 
tion of the proper class be furnished. 

It should be emphasized that listed or 
certificated equipments of a given class are 
not necessarily equivalent in quality or merit, 
the listing indicating only compliance with 
Underwriters’ Laboratories’ Standards. Fur- 
ther, no guarantee can be given by anyone 
as to the financial stability or business eth- 
ics of an operating company. In the con- 
sideration of these items, a bank must seek 
the experience of fellow bankers. Lists of 
inspected burglary protection appliances are 
published in January of each year, and will 
be furnished gratis upon application to the 
principal offices of Underwriters’ Labora- 
tories. 


New Books 


THE RISE OF THE HOUSE OF 
ROTHSCHILD. By Count Egon Cesar 
Corti. Translated by Brian and Beatrix 
Lunn. Published by Cosmopolitan Book 
Corp., New York. $5. 


This is a deeply interesting and impor- 
tant historical and biographical work which 
traces the career of the world-famous bank- 
ing house from its humble beginning in 
the Ghetto of Frankfort, Germany, in the 
early part of the eighteenth century to the 
close of the nineteenth. It is a fascinating 
account of a financial dynasty which played 
a more important part in the shaping of 
the world’s destiny than many of the ruling 
houses of the time. The Rothschilds, in 
the beginning in Frankfort, were poor and 
oppressed and almost without hope of suc- 
cess. As small merchants they learned how 
to win the favor of the petty regents over 
them, lent them money and transacted their 
business. A decade found the family on its 
way to moderate prosperity. Two more 
decades found the house with sons estab- 
lished in England and France, with interests 
in international banking. Then their power 
began to be felt. They established a postal 
system which was superior to that of con- 
temporary governments, and was used by the 
governments. They turned the contents of 
the mails, which they carried to their own 
advantage, and while each nation believed 
its branch of the family loyal, the loyalty 
of the Rothschilds was for really the house 
itself, and when Wellington wanted money 
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Trustworthy 
for Trust 
Funds 


EMPIRE BONDS 
are guaranteed un- 
conditionally as to 
principal and inter- 
est by strong, well 
known surety com- 
panies. 


They are indepen- 
dently trusteed by a large 
bank or trust company 
and are legal for trust 


funds. 


Their unquestioned 
safety and liberal yield 
of 6% merit the favor of 
wise investors. 


Empire 
Bonds 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue 
New York 


for his soldiers, it was possible for the 
Rothschilds to lend it through French banks. 
The volume is filled with instances of how 
intrigues in pounds, ducats and gulden 
finally placed the Rothschilds in command 
of the money bags of empires, and, in short, 
constitutes a most instructive as well as 
entertaining record of the construction of 
old Europe. The author spent three years 
in research for the facts used in the prep- 
aration of this volume. 

The House of Rothschild was built upon 
action, under conditions where one false 
step might have been fatal; the author’s 
marshalling of the facts lifts the book out 
of the prosaic historical record into a book 
of action. 
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WHAT DO YOU THINK? 


% Being a more or less personal talk between the Eviror and the READER Sm 


Got the Bandit’s Money 


BANDIT gets a bank’s money often 

enough but it is a rare day when the 
bank gets a bandit’s money. Such a thing 
happened in Missouri, the land where tradi- 
tion and history are all against anyone 
meekly submitting to injustice in the face 
of danger. In the town of Aronogo a ban- 
dit once walked into the bank and, placing 
a $5 bill on the teller’s ledge, asked for 
change. As the teller bent his head to 
count the required change the bandit cov- 
ered him with his gun—with a surprising 


The teller dropped down back of the 
counter and immediately came up armed 
and shooting. The bandit fled leaving the 
bank the $5—mayhap as a slight recom- 
pense for the interruption to the day’s 
business. 


Advertising and Banking 


N a little over two years the volume of 
I advertising in the JourNnat has been 
doubled, and the list of advertisers is sug-* 
gestive of a roll call of the foremost names 
in the country. 

A pertinent question to ask is, what does 
this advertising mean to the banker? 

As most advertising comes to us through 
the leading advertising agencies of the na- 
tion, it means that these organizations be- 
lieve that the JourNAL is rendering a real 
service to banking. 

Their opinions are not formed lightly 
nor on what is sometimes referred to in 
legal papers as “information and belief.” 

Usually it is formed after a painstaking 
investigation, running in many directions 
and prying into many corners, for the 
modern advertising agency does not spend 
its client’s money without good and _ sufh- 
cient reasons. 

An advertisement placed in a magazine 
that is rendering service is, they reason, 
pretty sure to be seen, be read and seri- 
ously considered. 

Then there is the natural companion of 
efficiency in advertising economy in adver- 
tising. The JourNaL pages furnish a very 
economical way for advertisers to reach the 
banks of the nation, in a medium of paid 
circulation and with the number of copies 
ascertained and published by the national 
institution set up for that purpose—the 
Audit Bureau of Circulations. 

On the other hand, through the medium 
of those responsible concerns whose mes- 
sages are admitted to our pages, bankers 
may be kept informed of the advancement 
of industry, in those things designed for the 
betterment and improvement of banking. 


Scores the New Sophistry 
REDERICK DREW BOND, of Croton- 


on-the-Hudson, N. Y., in a communi- 
cation to the New York Times scores what 
he characterizes as the “new sophistry” con- 
cerning investments—the theory that 
neither bonds nor preferred stocks are 
necessarily the best investments but that com- 
mon stocks are the best securities for the 
investor’s funds. 

“The curious paradox may be noted,” 
says the writer, “that the new views which 
profess to demonstrate the general stability 
of existing common stocks and their supe- 
riority to bonds should be used to vend ex- 
tensively the new and untried stock of new 
corporations. 

“The most pernicious phase of the mat- 
ter is the present attempt to use the new 
sophistry to weaken the safeguards around 
savings banks, trust funds and insurance 
companies. Some steps in these directions 
have already been taken. More are con- 
templated. At the Eastern Regional Con- 
ference of the Savings Bank Division of the 
American Bankers’ Association, held in New 
York, on March 23 of this year, one of 
the most extraordinary speeches which a 
convention of this kind ever listened to was 
delivered and afterward published through- 
out the country. The author’s name need 
not be mentioned; the fact that a speech of 
the sort could be delivered before this body 
without being laughed out of court is the 
remarkable thing. - The conclusions, which 
is the logical development of the new theory 
of investment, may be quoted: 

“*The one-talent man in the parable 
said he was afraid—scared. He thought he 
might lose his master’s talent or that it 
might be stolen. So he went and hid it in 
the earth. And his master took it away 
from him. Trustees of the savings bank 
depositor, do not be afraid of losses! Do 
not be afraid of mistakes! Better be dan- 
gerously alive than safely dead. The sav- 
ings bank needs courage and a program!’ 

“Comment is truly needless.” 


For Life Insurance Trusts 


HERE has recently been set up in Chi- 

cago a Joint Advisory Committee of 
bankers and life underwriters to supervise 
the development of life insurance trusts. 
This committee is the outcome of an agree- 
ment between the Chicago Underwriters’ 
Association and a number of large banks. 

“With cooperation in view,” says the Chi- 
cago Journal of Commerce, “the association 
of life underwriters has authorized asso- 
ciate memberships for each of the ten 
banks and trust companies with the further 
proviso that each bank must appoint at 
least two and not more than three of its 
staff to the association. 

“One representative from each bank must 
be either a vice-president or the trust officer. 
These bank representatives will work with 
the officers of the life underwriters. 

“The association also is planning a 
monthly sales magazine for its members, 
much space of which will be devoted to in- 
surance trusts. 
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Cooperation Gets Crooks 
TYPICAL illustration of the value of 


the Protective Section of the Amer. 
ican Bankers Association Journal in mak- 


ing the way difficult for professional crooks 


is given in the following letter from H., 
Earl Farry, Cashier of the Asbury Park and 
Ocean Grove Bank, at Asbury Park, N. J. 
It illustrates not only the practical use of 
the information and warnings which are 
printed each month in this magazine, but it 
is an excellent instance of what cooperation 
ogee banks will accomplish along this 
ine. 


“William Cooper, whose photograph and 
record appear in your May Protective Sec- 
tion, came into our bank this morning and 
attempted to work his game as outlined in 
your article. We immediately called Police 
Headquarters and had him placed under 
arrest. Our Police Department got in touch 
with the Police Department of Ocean City, 
N. J., and found that they had a warrant 
for his arrest. He has now been turned 
over to the Ocean City police. 

“This man also appeared in Freehold, 
N. J., and attempted to work his game. 
Rulin Applegate, assistant cashier of the 
First National Bank of Freehold, thought 
he recognized him from the article appear- 
ing in your JOURNAL but before he could 
get an officer the suspect disappeared. They 
learned that he had taken a bus for Asbury 
Park on Saturday afternoon. Mr. Apple- 
gate thought he might attempt to work his 
game here and called the writer by phone 
early this morning and we in turn notified 
all the local banks to be on the lookout. 

“About 10:30 this morning he appeared 
at our Paying Teller’s window and was im- 
mediately recognized. He asked to have a 
draft made out withdrawing his balance on 
a Galveston, Texas, bank. We called the 
Police Department and his arrest followed. 

“I believe the article appearing in your 
magazine was very largely responsible for 
his detention and I congratulate you.” 


“Full of Meat’’ 
oT May number of the American 


Bankers Association Journal,” writes 
A. I. Fleming in the Washington Star, “is 
full of meat. Articles that will be of in- 
terest to every banker, containing much use- 
ful information, judicial opinions and find- 
ings and interesting cases for adjudication, 
are contained therein. 

“The cover page is as usual attractive, 
bright with color, illustrating a colonial 
apothecary making change, using a cold 
chisel to cut a dollar, so as to give the 
customer 25 cents in change.” 
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